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Inspection and Maintenance Review Committee

PART I: EXECUTIVE SUMMARY

This report, by the Inspection and Maintenance Review Committee, presents discussion and
recommendations on a variety of changes to the Smog Check program. More detailed information
has been provided in Part Il of this report. We have also included suggested program
improvements that were first reported to the Legislature in the 2004 IMRC Report.

IMPROVE STATION PERFORMANCE BY IMPLEMENTING VEHICLE
MODEL SPECIFIC EMISSION CUTPOINTS

Motor vehicles that require a loaded mode emissions test either pass or fail-the emission portion
of the Smog Check inspection based on an emission cutpoint table identified in Title 16, Division
33 of the California Code of Regulations. The cut point table foer passenger cars and light duty
trucks consists of 52 different cutpoints. However, over 21,000 vehicle-configurations currently
exist in the vehicle population. Research commissioned by the Air Resources Board has shown
that model specific cutpoints would increase gmission reductions of hydrocarbons and oxides of
nitrogen by 5.5 — 7.8 tons per day, depending on the stringency of the new|cutpoints.

Recommendation for Administrative Action

The Bureau of Automotive Repair (BAR) should\revise cutpoints to more accurately reflect the
emission performance capability by mode| year, make, model, engine size and configuration,
tightening them-based on/more complete information and based on the report completed by Sierra
Research|in July 2005. Implementing the' model specifi¢ cutpoints requires a modification to the
Vehicle Lookrup Table which is a reference table used by the BAR 97 Emission Inspection
System (EIS). However, no additional software upgrades are required to accommodate the
increase in the number of model specific outpoints. Therefore, BAR should modify the VLT to
implement this strategy as soon as practical.

SMOG CHECK PROGRAM AVOIDANCE

The number of vehicles seen on the road that do not have current Department of Motor Vehicles
(DMV) registration tags has concerned the IMRC because the DMV registration is the
enforcement mechanism used to ensure that vehicle owners comply with Smog Check inspection
requirements set forth in section 4000.1 of the California Vehicle Code. Through data analysis the
IMRC estimates that delinquent Smog Check repairs increase emissions of 1 — 2 ton per day of
HC and NOx.

Section 4000.1 of the California Vehicle Code requires that vehicles undergo a Smog Check
inspection biennially prior to the DMV registration due date. However, if a motorist delays the
Smog Check inspection and pays DMV the correct fees on time, there is no additional penalty.
Unfortunately, these delinquent vehicles continue to drive on the roadways emitting excessive
emissions until the emission related repairs are completed.
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Recommendation for Legislative Action

The IMRC recommends that the legislature amend section 9552(b) of the California Vehicle
Code to ensure that the DMV late registration penalties continue to accrue until the Smog Check
requirement has been completed and received by DMV in addition to the required registration
fees.

COMPARISON OF TEST-ONLY, GOLD-SHIELD, AND TEST AND
REPAIR SMOG CHECK STATIONS IN TERMS OF STATION
PERFORMANCE AND DIRECTION OF VEHICLES

The IMRC has been analyzing Smog Check inspection data to compare the performance of Test-
Only, Gold Shield, and Test-and-Repair Smog Check stations.-Historically, the[metric used for
measuring station performance has been defined as the Smog Check failure rate. Based on a
report by Dr. Jeffrey Williams, an IMRC member, we conducted an analysis off Smog Check
inspection data to evaluate station performance based solely on the Smog Check inspection
failure rate.

When the data are controlled for variables such/as vehicle model year, mileage, vehicle type, and
manufacturer, there is no/significant statistical difference between the failure rates of the three
station types. Among thesample /D vehicles /used for this analysis, the average failure rate was
14.3%. The analysis used Test-Only as the standard and indicates that Gold Shield stations fail
0.80% more vehicles than Test-only while Test-and Repair stations fail 0.50% less than Test-
Only. However, these |differences are not statistically significant. The IMRC is continuing this
evaluation using additional metrics and data and will provide a follow-up report.

In January 2006, Assemblywoman Horton posed a number of questions for the IMRC related to
the issue of directed vehicles. |Providing an adequate response to Assemblywoman Horton
required a significant amount of research and confirmation of information which resulted in the
IMRC believing that there is a great need to evaluate Smog Check station performance. A copy of
our response-isavailable in the Appendix of this report. As a result of the analysis we performed
regarding station performance and the research required to respond to the Assemblywoman’s
letter, it is our opinion that the original decision to direct 36 percent of the vehicle fleet to Test-
Only is questionable. The fundamental rationale and basis for the percentage of vehicles directed
to Test-Only requires a reevaluation.
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Recommendation for Administrative Action

The IMRC recommends that the Bureau of Automotive Repair and the Air Resources Board
revaluate the basis and rationale for directing 36 percent of the enhanced vehicle fleet to Test-
Only stations and report the findings to the Legislature.

VEHICLE PRECONDITIONING PRIOR TO A SMOG CHECK INSPECTION

Based on information from Smog Check technicians and station owners, IMRC members had a
concern regarding the consistency of proper warm-up procedures used by technicians to warm up
a vehicle prior to conducting a Smog Check inspection. Incorrectly preparing a-vehicle prior to a
Smog Check inspection leads to inconsistent Smog Check test results suchas false failures or
false passes. To determine the extent of the problem, if any, IMRC staff conducted-a telephone
survey of Smog Check technicians.

Recommendation for Administrative Action

As result of the telephone survey, the IMRC recommends that BAR make the following changes
in regulations and the Smog Check inspection manual:

1. Define proper vehicle warm-up procedures in regulation.

2. Clarify the warm-up procedures in the/ BAR’s\Smog Check inspection manual.

3. Include warm-+up procedure training in the Smog|Check technician update training
classes:

TIRE PRESSURE-AND SAFETY INSPECTION

IMRC staff examined the question of whether tire pressure and safety inspections should be
added to the Smog Check requirements. Although a safety inspection falls outside the scope of
the IMRC, a tire-pressure test procedure could provide additional benefits to the Smog Check
program.Fhe tire pressure test would require that technicians check tire pressure prior to a Smog
Check inspection and inflate tires to the correct pressure if they are below the recommended
pressure. While emission benefits for such a program appear to be small, other savings are
significant. We project that the tire pressure inspection could save approximately $102.1 million
annually (or 2.8 times the estimated cost) and we have identified the savings as follows:

Fuel savings, $45.4 million (16 million gallons of fuel);

Safety (lives saved and injuries avoided), $40 million;

Improved tread wear, $8.2 million;

Reduced property damage and improved travel time, $6.5 million; and,
Two million dollars worth of CO, emissions.

arODE
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Recommendations for Administrative Action

IMRC recommends that BAR and ARB briefly review the relevant data and conduct some ASM
testing to better quantify emissions benefits of a tire inflation procedure.

CONSUMER INFORMATION SURVEY

In 2004, the IMRC conducted a statewide consumer survey with phone interviews of 566
randomly selected motorists whose vehicle failed the Smog Check inspection. The findings and
recommendations were reported to the Legislature in July 2005 and are reprinted in this

report. IMRC investigated a number of issues of consumer awareness, information and
preferences.

Key findings included:

1.

Fifty-one percent of respondents indicated-that they didnot perform any routine
maintenance or repairs within 30 days prior to their Smog Check inspection. Almost all of
the motorists whose vehicle failed the Smog Check inspection believed {their cars to be
pretty well or well maintained:

When selecting a repair shop for emission-related repairs, 82 percent indicated that they
did not shop around for-cost quotes/ Very few\were looking for a shop that would help
them get financial assistance from BAR’s Consumer Assistance Program (CAP).

The CAP was used bylonly 7 percent of the sample. Among those identified in the survey
as eligibte, only 14 percent tised it. Use of CAP\varied significantly by Air Basin. The
percentage of failed vehicle owners using CAP-was highest in the Central Valley and
lowest in Los Angeles County.

Recommendation for Administrative Action

1.

2.

Include surveys of motorists whose vehicle failed the Smog Check inspection in the
evaluationof the Smog Check program on a routine basis.

For motorists whose vehicle failed the Smog Check inspection, evaluate whether
additional methods would assist them avoid a future failure by improving vehicle
emission control maintenance knowledge and habits.

To improve CAP participation, increase outreach and awareness for motorists whose
vehicle failed the Smog Check inspection and who reside in low income communities.
Investigate the causes of CAP participation variability between air basins, and if
warranted, develop methods to reduce that variability.

ORGANIZATIONAL PLACEMENT OF THE SMOG CHECK PROGRAM

The IMRC believes that the Smog Check program’s effectiveness in terms of meeting its
principle purpose - cost effective emission reductions - appears to be treated secondarily to other
considerations by BAR. Rather than a failure of any particular staff or manager, the IMRC

Part 1 —

Executive Summary Pagel -4



Inspection and Maintenance Review Committee

believes this problem is inherently caused by the fact that neither BAR nor the Department of
Consumer Affairs is directly accountable for achieving air quality goals.

In February 2005, Assemblywoman Sally Lieber introduced Assembly Bill 386 that would
transfer program and budget authority for the Smog Check program from the Bureau of
Automotive Repair to the Air Resources Board. After reviewing the bill, the IMRC voted to
support this change and drafted an issue paper in support. The issue paper was submitted to the
Legislature in June 2005. Unfortunately, AB386 was ultimately amended to address other issues.
However, the IMRC continues to support this change to improve air quality benefits of the Smog
Check program.

Recommendation for Legislative Action
The IMRC recommends that:

1. The responsibility and authority for policy decisions associated-with the state’s Smog
Check Program be transferred from the Bureau of Automotive Repair (BAR) to the
California Air Resources Board (ARB).

2. Along with this transfer of policy direction, ARB should also be given budget authority
over the program to ensure that resources are budgeted and’expended in accordance with
policy priorities established by ARB.

3. Implementation of the Smog Check programshould remain with BAR.

PREVIOUS RECOMMENDATIONS FROM THE 2004 IMRC
REPORT FOR LEGISLATIVE ACTION

In addition to this'report’s topics, wealso reaffirm our recommendations for the following topics
from the IMRC-2004/Report.Both ARB and BAR endorsed these recommendations in their joint
report to the Legislature dated September 2005.

AUTHORIZE ANNUAL SMOG CHECK INSPECTIONS FOR OLDER
MODEL YEAR VEHICLES

Recommendation for Legislative Action
The IMRC recommends that the legislature adopt a statutory change that provides the following:

1. Authorizes the BAR to implement an annual Smog Check inspection for 15 year and older
model year vehicles provided that “income eligible” motorists have access to repairs
funded by the Consumer Assistance Program;

2. Provides BAR flexibility in identifying the appropriate model year vehicles required to be
annually inspected;

3. Requires that the additional Certificate of Compliance fees be deposited into the High
Polluter Repair and Removal Account;
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4. Requires that BAR also develop a methodology to excuse specific vehicles or classes of
vehicles likely to pass the annual Smog Check inspection;

5. Requires that owners of vehicles subject to the annual inspection qualify for a fair and
accessible low-income Consumer Assistance Program;

6. Continues the exemption for 1975 and older model year vehicles from the Smog Check
inspection requirement;

7. Requires ARB/BAR and/or IMRC to evaluate the effectiveness and impact of the
Consumer Assistance Program;

8. Allows the consumer to select a Smog Check station type of their choice. These vehicles
should not be directed to any specific station type.

AUTHORIZE ANNUAL SMOG CHECK INSPECTIONS FOR HIGH
MILEAGE VEHICLES

Recommendation for Legislative Action
The IMRC recommends that the legislature adopt a statutory change that provides the following:

1. Authorizes BAR to implement annual Smog \Check inspections for|any vehicle identified as
a high annual mileage vehicle;

2. ldentifies high annual mileage vehicles/using a methodology and definition jointly
developed by ‘ARB and BAR;

3. Includes private vehicle fleets, government fleets, and individually owned vehicles in the

high mileage annual inspection;

Allows the use of newtechnologies in lieu of annual inspections;

Authorizes Consumer Assistance Program paid repairs for motorists meeting the income

eligibility requirements;

6. Continues/the exemption for1975 and older model year vehicles from the Smog Check
inspection requirement;

7. Allows the consumer to select a Smog Check station type of their choice. These vehicles
should not be directed to any specific station type.

S

BAR BUDGET & FUNDING
Recommendation for Legislative Action

In the 2004 IMRC report, the IMRC recommended that the legislature adopt a statutory change
that provides the following:

1. Initiates a 5-year repayment schedule for the repayment of the $114 million dollar loan
from the Vehicle Inspection and Repair Fund to the General Fund.

2. Calculates the interest earned on the aforementioned loan at the same rate as the Pooled
Money Investment Account.

3. Deposits the funds directly into the High Polluter Repair or Removal Account for use by
the Consumer Assistance Program.
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IMPLEMENT A SMOKE TEST AS PART OF THE SMOG CHECK
INSPECTION

Recommendation for Legislative Action

The IMRC recommends that the Legislature adopt a statutory change to both the Health and
Safety Code and the California Vehicle Code that provides for the following:

1. Requires the Referee to perform a Smog Check inspection on any motorist’s vehicle that
receives a citation for violation of §27153 of the California Vehicle Code. The inspection
should be conducted subsequent to repairs and prior to resolution of the citation.

2. Requires that the vehicle owner provide some proof of repair or an explanation of the
nature of the repair at the time of the Referee appointment. In addition to the explanation
of the repair, this proof could include either a parts invoice-from an automotive parts
supplier or a repair invoice from an automotive repairshop.

3. Authorizes the BAR to implement a visual smoke| inspection procedure as a component of
the Smog Check inspection.

4. The smoke inspection procedure should not require additienal equipment purchases by
Smog Check stations since a test that relies exclusively on the technician’s observations of
the exhaust is adequate-for this purpose.

QUANTIEY THE/EMISSION REDUCTIONS
Recommendation for|/Administrative Action

The IMRC reviewed the ARB/BAR methodology for estimating emission reductions from Smog
Check and heard a number of \questionsiraised by the public and IMRC members regarding the
efficacy of the methodology used.

1. The IMRC strongly endorses the continuation of random roadside Smog Check
inspectionis to monitor the emission reduction impacts of the Program, since the present
method of evaluation has resulted in numerous Program improvements.

2. The IMRC recommends that BAR turn off the “Fast Pass” provision of the Smog Check
inspection for a statistically valid sample of inspections to improve emission reduction
analysis.
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INTRODUCTION

Background

The Inspection and Maintenance Review Committee’s Review of the Smog Check Program
2006 is hereby submitted to the Legislature and the Governor in accordance with Section
44021 of the Health and Safety Code. The review is based on research conducted by the
Committee in 2005 and 2006.

The IMRC is authorized to have thirteen members appointed by the Governor, the Speaker
of the Assembly, and the Senate Committee on Rules. The Committee has one vacancy.
The members, their areas of expertise, and a short biography are’identified in Attachment 1
of the Appendix.

California’s Smog Check Program

The Department of Consumer Affairs, Bureau of Automative Repair (BAR) administers
California’s Smog Check program (Program). $tate law requires that California-registered
gasoline-powered motor vehicles-have a Smog/Check inspection biennially in the
“enhanced” and *basic” areas|of the state, and on change of ownership in other areas of the
state. A loaded mode test|is requited in enhanced areas of the state whereas a less
demanding two-speed lidle test is required elsewhere. Attachment 2 of the Appendix
illustrates geographical areas identified as enhanced, basic, or change-of-ownership areas.
Eighty-seven percent of the vehicles subject to California’s Smog Check program are in
the enhanced areas of the|state.

The BAR administers a “decentralized” Program which means that Smog Check stations
are privately owned and operated. In 2005, BAR licensed approximately 9,700 Smog
Check stations and’almost 14,000 Smog Check technicians. Approximately 9.2 million
Smog Check-inspections were conducted at these Smog Check stations in 2005. The Smog
Check program is an important component of California’s strategy to improve air quality
and costs consumers approximately $770 million per year (using BAR’s methodology
from the Program Evaluation Report dated September 2005). This expenditure results in
emission reductions of hydrocarbon and oxides of nitrogen that total approximately 337
tons per day in 2005 based on the ARB/BAR Smog Check Evaluation Report dated
September 2005.

Legislative Changes of 2005

The 2005 legislative session yielded one statutory change designed to improve the
effectiveness of the Consumer Assistance Program (CAP) by increasing the low income
eligibility from 185 percent of the of the federal poverty level to 200 percent with authority
to increase this amount to 225 percent if warranted. BAR recently promulgated regulations
to increase the low-income eligibility to 225 percent of the federal poverty level. In
addition, the bill requires that the BAR give priority to low-income motorists in the event
that program demands exceed available funding levels.
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Process

IMRC subcommittees were assigned to specific topics for the IMRC’s report of 2006.
Each subcommittee was responsible for reviewing an assigned topic and reporting back to
the full committee. The IMRC conducted monthly public meetings to discuss the findings
of each subcommittee and receive comments from the public, the automotive repair
industry, and other interested parties. The majority of these meetings were webcast which
made them available to the public statewide. In addition, the subcommittees conducted
meetings with DCA, BAR and the ARB.

Prior to submitting this report to the Governor and the legislature, the IMRC distributed a
draft of our report to the following state agencies and organizations to solicit their
comments: the California Highway Patrol, the DMV, the State and Cansumer Services
Agency, and Air Quality Management Districts. The IMRC also mailed natifications to
Smog Check stations advising the owners and staff that a draft of the IMRC report was
available on the Internet or by US mail. Another 265 interested parties were notified of the
reports availability.

Scope

Part | of this report provides an Executive Summary of recommendations. Part Il includes
the IMRC’s more detailed review for each of the report subjects. Part 111 contains some of
the recommendations contained in the 2004 IMRC report.Part IV recaps the report
comments submitted by state agencies, the public, and the automotive repair industry; a
copy of detailed comments is available upon'request. Part V is the Appendix.

Previous Report Topics

In addition to this report’s topics, we also reaffirm our recommendations for the following
topics. The firstthree topics were reported in the 2004 ARB/BAR Report dated September
2005.

Annual Smog Check Inspection for Older Model Year Vehicles

Annual Smog Check Inspection for High Mileage Vehicles

BAR Budget and Funding

Incorporating a Smoke Test into the Smog check Inspection

vV V VYV VvV 'V

Quantifying Emission Reductions
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PART Il: DETAILED REPORTS

IMPROVE STATION PERFORMANCE BY IMPLEMENTING VEHICLE
MODEL SPECIFIC EMISSION CUTPOINTS

In their 2004 Smog Check evaluation report, the BAR and ARB noted thatthere were large
differences between the average emissions of cars passing the Smog-Check inspection and those
which had failed and subsequently received repairs. For exampte, hydrocarbon emissions were
0.76 grams per mile for passing vehicles and 1.09 grams per mile for'vehicles that had failed the
Smog Check inspection and were then repaired. The agencies eoncluded that cars were not being
fully repaired, and announced plans to study the benefits of requiring more stringent repair
cutpoints, to encourage more thorough repair/work.

However, in a 2005 studydone under contract with the BAR and ARB, Sierra Research
determined that meaningful benefits could be achieved at low cost by simply tightening the initial
failure cutpoints for selected vehicles which normally operate much cleaner than current cutpoints
require.

Recommendation for Administrative Action

The BAR should revise cutpoints to more accurately reflect the emission performance capability
by model year; make, model, enginesize and emission configuration, tightening them based on
more complete informatign and based on the report completed by Sierra Research in July 2005.
Implementing the madel specific cutpoints requires a modification to the Vehicle Look-up Table
which is g referenee table used by the BAR 97 Emission Inspection System (EIS). However, no
additional software upgrades are required to accommodate the increase in the number of model
specific outpoints. Therefore, BAR should modify the VLT to implement this strategy as soon as
practical.

Background

For many years, critics of the Smog Check program have argued that too many repairs are
superficial. Vehicles are repaired so that they can pass cutpoints in the current round of testing,
even though the repairs may not be effective for very long. They contend that repairs seldom
bring vehicles back to an optimal or even an average operating condition. Instead, repair work
tends to stop when a vehicle barely passes the current emission cutpoints.

Smog Check repair stations have responded that they cannot force customers to go beyond what is
necessary to barely pass the inspection. They may explain to customers that simply putting a new
catalyst on a polluting vehicle may produce a pass, but unless the condition that caused the
previous catalyst to deteriorate is fixed, the vehicle is likely to fail again at its next inspection. As
an example, failure to repair a malfunction such as an ignition misfire can destroy the new
catalyst very quickly. Subsequently, the vehicle could quickly return to its original failing status
until the next Smog Check inspection is due. There is wide agreement among Smog Check
technicians and air quality authorities that better repairs are not only possible, but would benefit
the Smog Check program.
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Current Cutpoints

When the BAR 97 loaded mode testing program began in 1998, BAR and ARB created 52
Emission Standards Categories (ESC) to be used for the tailpipe emissions pass/fail decision.
These 52 ESCs cover current model year passenger cars and light duty trucks. However, the
vehicle fleet includes over 21,000 vehicle configurations. Consequently, some-vehicles included
in the various ESCs may be capable of further emissions reductions without a heavy|financial
burden being placed on the consumer.

Model Specific Cutpoints

Sierra Research, Inc. (Sierra) conducted a study that provides a compelling argument for a viable
alternative to after-repair cutpoints and provides for significant emission reductions with a simple
implementation process. Sierracompared Wiscaonsin\and Arizona€missions data to California’s.
Both Wisconsin and Arizona use “transient testing”, which measures emissions|over a wider
range of operating-econditions and loads as compared to the two measurements(15 and 25 m.p.h)
used in California. They divided vehicles into many categories, using model year, manufacturer,
make, model, engine displacement, and other factors.

They found that some vehicles'in other states have much lower failure rates than in California.
These vehicles may do just fine in normal operation, but may have particular problems at exactly
the speeds (15 and/25 m.p.h.) where California tests them.

In contrast, Sierra found that-for other vehicle groups, California cutpoints are “far more lenient”
than they should be./On average, these vehicle groups produce such low emissions (based on tests
in the other states) that an emissions level we accept in California is viewed in other states as a
clear indicator that some component is malfunctioning and needs repair.

For this second group of vehicles, Sierra estimated that failure rates could be increased from the
(then) current 10.4 percent to between 11.9 percent and 12.8 percent. This could be done at a very
small cost in terms of increased errors of commission, i.e., falsely failing a vehicle, which would
rise from 2 percent to 2.4 percent. This is well within the maximum of 5 percent allowed by
Section 44013 of the Health and Safety Code. The emissions benefits range from 5.5 tons per day
(tpd) to 7.8 tpd of Reactive Organic Gases (ROG) and Oxides of Nitrogen (NOx) depending on
the stringency of the new cutpoints. Cost effectiveness ranges from $7100 per ton to $8,200 per
ton in 2010. Although BAR contracted for this research with Sierra Research, Inc. they have not
yet proposed the regulation required to implement this Smog Check improvement.
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Arguments Pro

1. 7.8 tons per day is a meaningful statewide benefit.

2. The cost per ton is within the range ARB has found acceptable for emission reductions.

3. Sierra has offered three different options for cutpoint stringency which could be used to phase-
in the implementation.

4. Based on BAR’s Executive Summary for the 2005 calendar year, Smoeg Check repair costs
equal 32 percent of the Smog Check program. The rest goes for-testing and administration.
Achieving more and better repairs improves the program’scost effectiveness,

Arguments Con

1. Tighter cutpoints could cost consumers $42 million more in repairs.

Conclusions

The ARB and BAR already agree that/there is a-need for more|effective repairs. Tightening
emissions standards will identify vehicles which need repairs and which aren’t now being fixed.

Even if vehicles in targeted groups are now failing; they,may be repaired to a more stringent
standard.
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SMOG CHECK PROGRAM AVOIDANCE

The large number of vehicles seen on the road that do not have current DMV registration tags has
concerned the IMRC because the DMV registration is the enforcement mechanism used to ensure
that vehicle owners comply with Smog Check inspection requirements. The requirements are set
forth in section 4000.1 of the California Vehicle Code. IMRC has identified-four potential sources
of Smog Check Program avoidance which are as follows:

1. Biennial Smog Check inspections or repairs which-occur are the BPMV renewal deadline;

2. Change of Ownership Smog Check inspections that fail off-cycle and are not required to
complete emissions related repairs because ownership does not change or the new vehicle
owner does not register the vehicle;

3. International Registration Plan registered motor vehicles; and,

4. Scofflaws who fail toregister their vehigle with the DMV.

Using Smog Check and DMV |data, the IMRC determined that motorists who fail to complete the
Smog Check inspection requirement (Item #1 above) by the vehicle registration due date increase
hydrocarbons and oxides of nitrogen’emissions by 1 — 2 tons per day. The analysis for items 2 — 4
above has not been completed to date) In/addijtion,\the resolution for these items would be
significantly different from the late registration issue. Therefore, we are making recommendations
only to resolve item #1

Recommendation for Legislative Action

The IMRC recommends that the legislature amend section 9552(b) of the California Vehicle Code
to ensure that the DMV late registration penalties continue to accrue until the Smog Check
requirement has been completed and received by DMV in addition to the required registration
fees.

Suggested Legislative Language

9552. (a) Whenever any vehicle is operated upon any highway of this state without the fees first
having been paid as required by this code, and those fees have not been paid within 20 days of its
first operation, those fees are delinquent, except as provided in subdivision (b).

(b) Fees are delinquent whenever application for renewal of registration and any required Smog
Check certificate of compliance, or any application for renewal of special license plates, is made
after midnight of the expiration date of the registration or special plates, or 60 days after the date
the registered owner is notified by the department pursuant to Section 1661, whichever is later.

(c) Whenever any person has received as transferee a properly endorsed certificate of ownership

and the transfer fee has not been paid as required by this code within 10 days, the fee is
delinquent.
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(d) Whenever any person becomes an automobile dismantler, dealer, manufacturer,
manufacturer branch, distributor, distributor branch, or transporter without first having paid the
license and special plate fees as required by this code, the fees are delinquent

Background

1. Motorists whose vehicles are subject to biennial inspections receive their notices from
DMV about 75 days before the registration DMV registration|due date. However,
approximately 30 percent wait until the last two weeks before the registration due date to
have their vehicle tested when it requires a Smog Check inspection. This sometimes
creates a problem in getting the vehicle repaired by the[registration due date when the
vehicle fails the Smog Check. In addition, 18 percent of motorists wait until after the
registration due date to have their vehicle tested. Those vehicles that fail the Smog Check
inspection continue to-pollute the air when they should have been inspected and repaired
prior to the DMV registration due date. As a result, our analysis indicates that these
vehicles add-1-2 tons per day of “easily /preventable” HC and NOx emissions to the air. By
easily preventable, we mean that these additional emissions could have been reduced prior
to the DMV registration due date without additional inspections, repair costs, tightening of
emissions standards, annual testing, or other similarmeasures.

Although a/significant percentage of motorists fail to complete Smog Check inspection
repairs priar to the DMV registration due date, they can avoid any penalty by simply
paying the/ DMV registration fees on-time. The DMV does not send the motorists the
renewaltags until the-Smog Check inspection has been completed but motorists can
continue to drive their polluting vehicle for many miles before completing the repairs with
no penalty for a delayed Smog Check repair. The Committee’s concern is that these
vehicles continue to be driven without registration while emitting high levels of pollution.

2. Change of ownership inspections create another dilemma for the Smog Check program.
Section 4000.1(a) of the California Vehicle Code requires that any vehicle undergoing a
transfer of ownership or change in registration are required to have a Smog Check
inspection. If the vehicle fails a change of ownership inspection, the vehicle owner may
decide to keep the car and continue to drive it legally until the next biennial registration is
due since the change of ownership test was conducted off-cycle, and no new registration
was required. If the vehicle owner sold the vehicle, the new vehicle owner may fail to
promptly register the vehicle and drive it without performing any repairs. In either case,
the vehicle continues to emit high levels of pollution.

The change of ownership requirement constitutes a larger portion of the Smog Check
program than is commonly understood: while 50 percent of eligible vehicles in enhanced
areas of the state are slated for biennial inspections, we estimate that 20 percent of all
gasoline-powered vehicles get change of ownership inspections each year. These vehicles
tend to be somewhat older, with a higher expectation of failing the Smog Check
inspection. If the vehicle owner decides not to sell the vehicle subsequent to the change of
ownership Smog Check inspection, on average, they will drive the vehicle until the next
biennial Smog Check is due even though the current or newly acquired vehicle owner and
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the state are both aware of the vehicle’s failing condition. We are continuing to retrieve
and analyze data regarding this issue and will report on this issue at a later date.

3. The International Registration Plan (IRP) is a registration reciprocity agreement among
states of the United States and provinces of Canada providing for payment of license fees
on the basis of total distance operated in all jurisdictions. This provisionallows the owners
of vehicles that operate in multiple states and jurisdictions to display only one license plate
with one registration card while at the same time ensuring that each state receives the
appropriate fees for the miles driven in that state.

Approximately 1.7 million vehicles operate\in California under this|program but most are
heavy-duty diesel trucks. DMV estimates that 10% are |gasoline-powered vehicles.
Normally these vehicles would be subject California’s Smog Check program. However,
because these vehicles-operate under/the/provisions of the-IRP, they are exempt from
biennial Smog Check inspections. IMRC lis continuing to research the impact of IRP
vehicles and-we will report on this vehicle fleet at a later date.

4. Scofflaws who 'own chronicaly unregistered vehicles represent 0.03% of the vehicle fleet
or|about 7,600 vehicles. Increased efforts-to increase compliance on this portion of the
fleet may be very costly.\In addition, sections-9800 and 9801 et seq. of the California
Vehicle Code already subject unregistered vehicles to significant penalties that include
additional fines/and liens. Therefore we have no plans to further analyze this portion of the
fleet or make any recommendation to enforce compliance on these vehicles.

Analysis
Late Biennial Registration

Based on a report by Dr. Jeffrey Williams, an IMRC member, the IMRC analyzed Smog Check
inspection data and DMV registration data. These analyses suggest that 44% of vehicles that fail
the biennial Smog Check inspection do not have emission related repairs completed until after the
registration deadline. Vehicles operating after the DMV registration due date that have failed the
Smog Check inspection and have not been repaired continue to pollute more than they should
until vehicle repairs are completed.

The data indicates that 18 percent of all Smog Check failures had not passed a retest within 30
days of the original Smog Check failure date and 10 percent had not passed within 60 days. On
average, Gross Polluting vehicles were repaired 44 days after the DMV registration due date as
compared to 31 days for other vehicles. Based on Smog Check inspection data, the IMRC found
that vehicles are operated extensively during the time they are in a failing or high emitting
condition and travel, on average, 574 miles per month. Motorists continue to drive these vehicles
even though they have not completed the DMV registration renewal process.
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Discussion

Requiring prompt repairs for vehicles failing the Smog Check inspection addresses a large
proportion of “easily preventable” pollution and would be very cost effective.

The IMRC believes that placing a vehicle in a planned non-operational status (PNO) should be an
option to paying the fine. This is a traditional option for motorists and means that the vehicle
cannot be driven legally on public roads. Once repairs are completed|and a Smog-Check
certificate is issued, the vehicle owner may sell the vehicle orcomplete the registration process.

IMRC members believe that requiring a quickerrepair will not cause new economic hardships.
However, educating the motoring public of available options and-penalties for failure to comply
with the new law may require additional expenditures of the Vehicle Inspection and Repair fund
to pay for the educational outreach.

Comparison to-Other States

Several other states have successfully used a penalty to\improve Smog Check compliance rates.
The following(list\illustrates those states and fines:

Connecticut - $20.00 late fee

Massachusetts — They use window stickers — No sticker results in a $50 - $100 fine.
New York + They use a-window sticker — No sticker results in a $75 fine.

North Carplina - $250 fine.

Texas — They use a window sticker — No sticker results in a $350 fine.

VVVVY

Implementing a penalty for late Smog Check inspection is not breaking new ground since five
other states already use this type of penalty to improve Smog Check compliance.

Conclusion
Californians spend approximately $770 million per year to test and repair vehicles to reduce

automotive emissions. This proposal potentially affects 18 percent of easily preventable
automotive pollution and does so at no increased cost for inspections or for repairs.
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COMPARISON OF TEST-ONLY, GOLD-SHIELD, AND TEST AND
REPAIR SMOG CHECK STATIONS IN TERMS OF STATION
PERFORMANCE AND DIRECTION OF VEHICLES

The ARB/BAR Report dated September 2005 found a difference in station performance between
Test-Only, Gold Shield, and Test and Repair stations. However, these findings were based on data
from 1998 — 2001. In contrast, the IMRC has been analyzing very recent Smog Check inspection
data to compare the performance of Test-Only, Gold Shield, and Test and Repair Smog Check
stations. Smog Check Test and Repair station owners have long complained that they have been
unfairly treated since a significant percentage of vehicles needing a Smog Check inspection are
required to go to a Test-Only station. Based on a report by committee member Dr. Jeffrey
Williams, the IMRC recently conducted an analysis\of Smog Check|inspection data to evaluate
station performance based solelyon the Smog Check inspection failure rate.

Recommendation for Administrative Action

The IMRC recommends that the-Bureau of Automotive Repair and the Air Resources Board
revaluate the basis and rationale for<directing 36 percent of the enhanced vehicle fleet to Test-
Only stations and report the findings to the Legislature.

Background

The Bureau off Automotive Repair selects 0.1% of vehicles in the enhanced areas of the state
subject to the Smog ChecK inspection. BAR labels these randomly selected vehicles as “D” for
inspection reason.-The owners of these vehicles are not required to go to any specific station type,
even if they might otherwise score very high on the High Emitter Profile, but can go to any Smog
Check station of their choice. Use of this sample allows analysts to compare Smog Check
inspection data so that motorist behavior and other variables can be observed separately from the
group of vehicles directed to Test-Only stations.

The IMRC reviewed an analysis of 25,000 sample “D” vehicles that were first designated “D” in
2002 and 2003. We noted where those vehicles had been tested in the previous cycle and also the
test result. We then followed up to see what happened to the “D” vehicles when they were re-
tested in the next biennial cycle, 2004 or 2005.

Findings

We found that 41.8 percent of the “D” vehicles were first inspected at Test-Only stations. BAR
annual reports indicate that 43.4 percent of vehicles in enhanced areas were first tested at Test-
Only stations in 2002 and 2003. It appears that the owners of “D” vehicles, who are not required
to go to Test-Only stations, are voluntarily making similar choices about station type as compared
to those who are required to go to Test-Only stations. For these “D” vehicles, we made the
calculations illustrated in Table 1:
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Table 1
New Car Other Test &
Test Only| Gold Shield Dealers Repair

# Vehicles Tested 10,648 2,058 804 11,683
Market Share 41.85% 8.23% 3.21% 46.71%
Smog Check Failure Rate 15.70% 14.40% 6.60% 13.70%
\ehicles failed as Tampered 7.20% 6.40% 5:70% 5.50%
Vehicles failed visual inspection 14.80% 9.50% 11.30% 10.30%
MIL/OBD I 28.20% 29.00% 28.30% 27.30%
Test Styles

Pre-tests 0.60% 1.60% 2,60% 4.90%

Preceded by an Aborted Test 3.10% 1.70% 6.00% 6.20%
Correction of Failed Vehicles

Never corrected 20.30% 20.30% 13.20% 13.50%

Corrected within 24 Hours 22.70% 33.80% 49.10% 35.80%

Corrected in the same shop 51.00% 60.10% 69.80% 60.40%

Although new |car dealers are normally\treated as a subset of the Test and Repair category, not
surprisingly, they appear to operate differently. On average the vehicles they inspect are newer
than the vehicles inspected by other station types, which may explain why new car dealer failure
rates tend to be much lower.

More generally, the standard distinction between Test and Repair and Test-Only stations may not
be the most appropriate for analysis. Several more categories of stations may be more pertinent.
In other words, the very different composition of the fleets tested at various station types may
impact their failure rates. As an example, Table 2 illustrates how failure rate differences change
when the data are controlled for vehicle age. Using Test-Only as the standard, Gold Shield
stations appear to fail a slightly higher percentage of vehicles than Test-Only, although this
difference is statistically insignificant. In addition, Test and Repair stations fail a slightly lower
percentage of vehicles than Test-Only stations but again, the difference is statistically
insignificant. In contrast, new car dealers fail a significantly lower percentage of vehicles. These
facts raise the question about why low-performing Test-and-Repair stations are allowed to
continue in the Smog Check business. We also question how a station can be judged as low
performing without some control for the type of vehicles inspected at that location.

Table 2

Test- Gold New Car Other Test &

Only Shield Dealers Repair
Differences in failure rates,
compared to Test-Only,
controlling for age +0.40% -5.00% -0.60%
Change in “junk rate”, compared
to Test-Only -- -1.20% -1.80% -4.20%
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An important finding of this study of sample “D” vehicles had to do with scrappage rates:
vehicles that fail, and are subsequently scrapped or otherwise removed from service. Vehicles
failing at Test-Only stations caused a higher rate of scrapping than for vehicles tested at other
station types. As indicated in Table 2, again using Test-Only as the standard, all other station
types had a lower contribution to scrapping vehicles than did the vehicles tested at Test-Only
stations. At this time, the reason for this change in scrappage rates remains unknown, but is worth
considering since scrapping vehicles tends to be very effective for reducing mobile source
emissions.

IMRC also explored how failure rates by station type differed from-Test-Only when controlling
for other variables, using a regression analysis as'shown in Table 3.

Table 3
New-Car |Other Test &

Differences from Test-Only when: Gold/Shield | | Dealers Repair
Controlling for vehicle age—R? 0,037 +0.40% -5.00% -0.60%
Controlling for age, mileage, type and

manufacturer 1 R*0.062 +0:80% -3.30% -0.50%
Also Controlling for style|and place of
test - R* 0.076 +0.60% -4.20% -1.70%
Also controlling for previous test cycle

(t-stat is givenlin‘parenthesis)~ R? -

0.091 +0.5% (0.64)|-3.7% (-3.00)|-1.6% (-3.45)

To illustrate what this regression analysis implies, the raw difference in failure rates between Test
Only (15.7% fail) and Gold Shield (14.4% fail) is 1.3 percent which means that Test-Only fails
1.3 percent more vehicles than Gold Shield. The average failure rate for sample “D” vehicles was
14.4%. However, as illustrated in Table 3, when a control is made for vehicle age, Gold Shield
stations fail 0.4 percent more vehicles than Test-Only. When controlling for additional variables
such as vehicle mileage, vehicle type, and manufacturer, Gold Shield improves even further over
Test-Only to 0.80 percent. However, the difference does not meet the standard for statistical
significance. In contrast, controlling for all the variables at new car dealers indicates that they are
still underperforming Test-Only by 4.2 percent, which is a statistically significant difference.

Conclusion

The IMRC is aware that Sierra Research is conducting a major study of Test-Only versus other
station types, under contract with the Air Resources Board. We are not ready to make specific
recommendations on the issue of whether Gold Shield stations should be allowed to inspect
directed vehicles at this time. However, this issue surfaced recently in the Legislature with the
introduction of Assembly Bill 578 authored by Assemblywoman Shirley Horton.
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In January 2006, Assemblywoman Horton requested information from the IMRC relative to this
issue. In her correspondence, she asked the following questions:

=

According to law, how many vehicles is the BAR required to direct to Test-Only stations?

2. Why did the Air Resources Board indicate that the State had committedto direct two
million vehicles per year to Test-Only stations?

3. What are the emission-reduction benefits the state receives-by directing vehicles to Test-
Only stations?

4. How many vehicles are required to be directed to Test-Only-to comply with the State
Implementation Plan (SIP)?

5. Within the context of the SIP, is California required to direct vehicles using a High
Emitter Profile model to Test-Only stations?

6. If the answer to questien 5 is “yes”, then/what portion of directed vehicles would be
categorized as “high emitters”?

7. s it possible-for California|to receive the same emissions reductions by directing only
“high emitters® to TesttOnly stations?

8. If the answer to question 7 is*no”,/then what are the incremental benefits, in terms of

emission reductions that are being/achieved, by sending nonhigh-emitter vehicles to Test-

Only stations versus “Gold Shield” stations?

Providing an adequate response to Assemblywoman Horton required a significant amount of
research and confirmation of information, which resulted in the IMRC believing that there is a
great need to evaluate’Smog-Check station performance. A copy of our response is available in
the Appendix of this'report. It is our opinion that the original decision to direct 36 percent of the
vehicle fleet to Test-Only should be revisited. The fundamental rationale and basis for the
percentage-of vehicles directed to Test-Only requires a reevaluation.

The intent of AB578 was to allow Gold Shield Stations to test directed vehicles that are currently
authorized to be tested exclusively at Test-Only stations. The assumption for the bill was that
Gold Shield stations are equivalent in performance to Test-Only stations. Although our initial
analysis indicates little, if any, difference exists between Test-Only and Gold Shield station
performance, other issues require analysis before making any firm recommendations. We intend
to continue analyzing Smog Check inspection data, in addition to roadside testing data and Smog
Check repair data, to better evaluate station performance based on additional metrics rather than
simply rely on Smog Check failure rates. We will also review the Sierra Research findings once
they are available in an effort to validate any future recommendations.
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VEHICLE PRECONDITIONING PRIOR TO A SMOG CHECK INSPECTION

Based on information from Smog Check technicians and station owners, IMRC members had a
concern regarding the consistency in warm-up procedures used by technicians to warm up a
vehicle prior to conducting a Smog Check inspection. Incorrectly preparing a vehicle prior to a
Smog Check inspection could lead to inconsistent Smog Check test results such as false failures
or false passes. To determine the extent of the problem, if any, IMRC staff conducted a telephone
survey of 397 smog technicians between July 28 and October 6, 2005. The survey focused on
proper vehicle warm-up practices referred to as preconditioning.

Recommendations for Administrative Action

As result of the telephone survey, the IMRC recommends|that BAR make the following changes
in regulations and the Smog-Check Inspection Manual, Revision-6:

1. Define the appropriate vehicle warm-up procedures in|regulation.

2. Clarify the warm-up procedures in/the BAR’s Smog Check inspection manual.

3. Include warm-up procedure training in the Smog Check technician update training
classes.

Background
Legal and Procedural Requirements

State law (H&S 44012b) requires that Smog Check inspections be “performed in accordance with
procedures preseribed by the department” which “shall ensure” that “motor vehicles are
preconditioned.” This does not require a specific preconditioning procedure for every test. The
law does not say, “BAR shall require a preconditioning procedure for every test.” Rather, it
requires that technicians verify that the vehicle is in a condition to make certain that the engine
and emission control systems are up to operating temperature to ensure consistent and stabilized
emission readings.

The Smog Check Inspection Manual, Revision 6, reasonably interprets the law. It prescribes a
preconditioning procedure, which boils down to (a) verifying that the engine temperature is
normal, and (b) not starting a test until the engine has been running for three minutes. In pertinent
part, the Manual states:

“Before the licensed technician begins the emission portion of the inspection:

» Turn off all vehicle accessories....
» Make sure that the vehicle’s engine is warmed up to normal temperature;

(Normal operating temperature may be confirmed by checking the coolant

temperature gauge or by verifying that upper and lower radiator hoses are hot
and appropriately pressurized).
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> Begin the emissions test after the engine has reached normal operating
temperature and the ignition switch has not been turned off for at least three
minutes. This preconditioning helps ensure stabilized operation...and a
representative emissions sample.”

The Manual further prohibits efforts to superheat the catalyst. It should be noted that the Manual
is not codified in regulation, but rather is only a guideline for technicians: Therefore, the above
referenced procedures could better be defined as best practices, butthey are not required by law,
rule, or regulation.

Do Technicians Precondition?

Unfortunately, the questionnaire results strongly suggest that technicians are confused about the
Manual’s intent or wording. When asked whether they preconditioned vehicles during the prior
week, they replied with the following: 39.0 percent, “all the time”; 37.5 percent, “some of the
time”; and the remaining 23.4 percent, never”,

Do we believe that over 60 percent of technicians are at least occasionally not complying with the
preconditioning procedure? Definitely not. Answers to ather questions in our survey suggest that
most or all technicians were concerned with testing\vehicles in a properly warmed condition.
What is more likely is that technicians are confused by the term “preconditioning”, or they believe
that if the vehicle is somewhat warm, no-further preconditioning is needed.

For example, inthe BAR 90-program, preconditioning was mandatory, and consisted of running
the vehicle for three‘/minutes at 2,500 RPM. 27.2 percent of technicians reported that they used
this procedure during the prior week. However, if that is how they define “preconditioning”, it’s
understandable why someone who follows the Manual precisely might not see themselves as
having done preconditioning. The same thing applies to the 20.7 percent of technicians who stated
they drove the vehicle on the roadway to precondition.

Another confusing element in the Manual is the phrase “the ignition switch has not been turned
off for at least three minutes”. Does this mean

--it’s OK to test if the engine has been idling for three minutes?

--it’s OK to test if the ignition has been on for three minutes, even if the engine hasn’t
been started?

--it’s OK to test if the ignition was turned off four minutes ago, but not less than three?
--it’s OK to test if the ignition was turned off one or two minutes ago, but no more than
three?

Obviously, BAR means the first. However, because of the Manual’s convoluted reference to

switches, the Manual isn’t clear that a 3-minute idling period is what BAR suggests as a method
of preconditioning.
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Here are some additional confusing points. If proper operating temperature has been verified, why
is further preconditioning needed? If proper operating temperature hasn’t been reached, will the 3-
minute idle procedure be adequate to accomplish this goal; or is some other kind of
preconditioning needed? Again, the reason we’re raising these questions is to understand why 60
percent of technicians stated that they had not preconditioned the vehicle, at least some of the
time. The answer may be that they were looking at the verification of operating temperatures as
the core of BAR’s requirement and they ignored any further procedure,

When we analyze other questionnaire results, we are confident that mast technicians pay
reasonable attention to proper engine testing temperatures.

Other Findings
The following are some of the-more significant findings of the survey.

Technicians use a-variety of methods to determine whether the engine is at operating temperature.
68 percent check the upper radiator hose; 98.2 percent check the temperature gauge; 20.2 percent
use a pyrometer to check the engine temperature; 10.8 percent/use a scan tool; and 56.4 percent
wait for the copling fan to turn on. The numbers exceed\100 percent because technicians may use
different methods for different'vehicles. No one reported that they had failed to use any of these
procedures. However, our questionnaire couldn’t determine that one of these methods was used
on each and every vehicle inspected.

Technicians also use yarious-preconditioning methods. 69.8 percent let a vehicle idle for at least
three minutes; 40.1 percent let it run from 5-10 minutes; and another 14.4 percent let it run 10-15
minutes. 27.2 percent run the engine at 2,500 RPM for three minutes; and 46.9 percent let the
engine run-until the cooling fan cycled (indicating that the vehicle had reached the temperature
where the manufacturer had designed the fan to turn on); and 20.7 percent drive a vehicle on the
roadway. Again, the preconditioning methods add to over 100 percent because technicians may
have chosen different methods for different vehicles and circumstances.

Although our questionnaire was not able to determine if every vehicle was preconditioned, it
appears that most technicians use a minimum of three minutes idling for preconditioning, and that
they choose other means of warming up vehicles when the conditions dictate the need.

22.2 percent of the time, technicians determine the preconditioning procedure based on vehicle
age, 19.4 percent base it on vehicle mileage and 60.7 percent base it on wait time prior to
conducting the Smog Check inspection. Some technicians listed several of these factors.

25.5 percent of those surveyed indicated that the vehicles wait less than 5 minutes to be tested;
47.7 percent wait 5-15 minutes; 21.2 percent wait 15-30 minutes; and 5.8 percent wait over 30
minutes.

15.4 percent re-tested failed vehicles from the prior week. When asked whether vehicles passed

the re-test, 59 technicians responded. They reported that vehicles passed the re-test an average of
51.2 percent of the time. It’s important to avoid generalizing from these results.
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We do not know if technicians re-tested every vehicle, most vehicles, or only vehicles which
failed marginally and where the technician felt that more warm-up might help. If it was the latter,
that would explain the high pass rate. 1t’s also possible that more stations re-tested marginal
failures, but the technician who answered the questionnaire couldn’t recall having done so in the
prior week.

When asked whether or not the technician performed pre-inspection repairs, 52.4 percent replied
“never”; 44.3 percent replied “some of the time”; and 2.3 percent replied that they “usually
performed them”. It’s not clear whether the last group usually perform|pre-inspection repairs
when needed, or whether they perform pre-inspection repairs on mest vehicles they inspected.

17.4 percent of technicians reported that a vehicle had passed in their shop after|failing
somewhere else without having other repairs/done before the second test. Not surprisingly, this
occurred most often at Gold Shield stations, but/it occurred 16.8 percent of the time at Test-Only
stations and 14.9 percent of the time at Test/and-Repair stations. 11.6 percent of technicians used
additional warm-up-procedures (compared to their normal procedures) if they-knew the vehicle
previously failed a Smog Check inspection. Only-1 percent claimed to be unaware of a prior
failure, while 86.1 percent were “always” aware of the previous failure.

Based on the technicians’ |estimate of how many vehicles passed after failing elsewhere (and
receiving no further repairs), we estimate that 1.17 percent of failures statewide pass at some
other station without having repairs. This-does not identify the state’s false failure rate. We don’t
know the number of vehicles that falsely failed, (perhaps due to a lack of preconditioning or test
variability) and-then passed at the same station after what might have been unnecessary repair
work. We|also don’t’know how many stations received an improperly failed vehicle and then
performed somerepairs before re-testing.

The good news here is that the 1.17 percent false failure rate that we can document from the
survey is within the legislative prohibition against more than 5 percent errors of commission. The
bad news is that the false failure data is incomplete. We note that 1.17 percent is only a survey
estimate and that computing the overall false failure rate would require more elaborate
engineering analysis.

That said, extrapolating from the BAR’s August, 2005 Executive Summary Report data, the 1.17
percent false failure rate could be costing consumer’s $836,000 per year in unnecessary second
inspection fees, plus the inconvenience. The costs could be considerably greater at stations which
did not re-test marginal false failures and which provided repairs that were not necessary in order
to get the vehicle to pass.

Discussion

The primary objective of this questionnaire was to better determine the performance of stations in
preconditioning and in checking vehicles to assure that they were properly warmed up. We were
unable to accurately determine the technicians’ preconditioning performance because technicians
appear to be confused about the BAR’s actual requirements. We don’t believe that 60 percent of
technicians sometimes fail to follow BAR’s suggested guidelines for warm-up procedures, or that
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23 percent are always out of compliance. Although this is what they stated, it doesn’t make sense
in terms of our experience with the industry, or even in terms of the answers which technicians
provided to our other questions.

Many technicians commented anecdotally that they felt preconditioning was prohibited. This
misconception regarding the preconditioning requirement appears to reflect theambiguity in the
BAR’s Smog Check Inspection Manual, Revision 6.

The survey finds evidence that false failures, perhaps due to-inadequate preconditioning, are
costing consumers at least $836,000 per year. This occurs/when a vehicle passes at some other
station after a prior failure and no evidence of repairs. Even if the false failure rate is well within
the 5 percent statutory limit, overall costs could be much higher for vehicles receiving
unnecessary repairs and re-tests.

Conclusion

The Committee cannot recommend a specific methodology regarding the pre-conditioning
procedure. However, we believe the issue requires additional study and clarification for
technicians. The BAR shauld clarify the sections-of the Mantal which address preconditioning
and should use ET |blasts or other means of emphasizing that preconditioning is both legal and
encouraged. In addition, consideration should be given to specific pre-conditioning procedures
that could be codified in regulation to ensure consistent test results and mitigate the additional
program costs that result from false-failures.
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" The survey was stratified by station type and limited to larger volume stations which had conducted over 100 initial
inspections per month during the final quarter of 2004. We interviewed the first available, licensed smog technician.

49 percent of phone contacts produced interviews. We assured respondents that their responses would be kept

confidential. The survey asked for but did not find differences between behaviors in the last year and the last week.
Data was analyzed by station type but we did not find significant differences that weren’t explained by the rules
under which the station type operated (e.g., Gold Shield stations saw a much larger percentage of vehicles that had

previously failed somewhere else.)

Selected Responses, by Station Type

TestOnly | Test/Rep.| GS All

Wait time before test, last week

Under 5 minutes 319% 18.8%| 35.7%| 25.5%

5-15 minutes 50.0% 47.5%)| 35.7%| 47.7%

15-30 minutes 16.9% 24.8%| 21.4%| 21.2%

Over 30 minutes 1.2% 8.9%| 7.1%| 5.6%
Check upper radiator hose, fast week 65.9% 66.3%| 64.3%| 66.0%
Check temperature gauge, last week 98.8% 97.5%| 100.0%| 98.2%
Check with pyrometer, last week 13.2% 24.3%| 32.1%| 20.2%
Check with scantool, last week 2.4% 16.8%| 17.9%| 10.8%
Wait for cooling fan to turn on, last week 62.3% 52.5%| 50.0%| 56.4%
Precondition before test, last week

Always 35.7% 43.1%| 32.1%| 39.0%

Some of the Time 37.1% 35.6%| 53.6%| 37.5%

Never 27.5% 21.3%| 14.3%| 23.4%
Preconditioning methods

Idle, 3-5 minutes 65.9% 67.8%| 82.1%| 68.0%

Idle, 5-10 minutes 32.3% 44.1%| 28.6%| 40.1%

Idle, 10-15 minutes 7.8% 18.3%| 25.0%| 14.4%

2500 RPM for 3 minutes 19.7% 31.7%| 39.3%| 27.2%

Run engine until cooling fan cycles 46.1% 45.5%| 60.7%| 46.9%

Drive vehicle on roadway 7.2% 29.2%| 39.3%| 20.7%
Vehicle passes after failing elsewhere, past 16.8% 14.9%| 39.3%| 17.4%
week

Passes per station 0.29 0.25 0.43 0.28

Tests per week 58.6 27.2 32.9 40.6
If vehicle failed at your station, did you re-test, 21.6% 9.9%| 17.9%| 15.4%
last week

|Percent of re-tests which passed 56.0% 50.3%| 22.2%| 51.3%
Number of stations 167 202 28] 397
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TIRE PRESSURE AND SAFETY INSPECTIONS

IMRC staff examined the question of whether tire pressure and safety inspections should be added
to the Smog Check requirements. Although safety inspections fall outside the scope for the
IMRC, tire inflation pressure has an influence on loaded mode emission test results-and was
therefore considered for this report. We found that although such a program would be cost
beneficial, the emission reduction benefits appear to be small.

Recommendations for Administrative Action

IMRC recommends that BAR and ARB briefly-review the relevant data and conduct some ASM
testing to better quantify emissions benefits of a tire inflation precedure.

Background

The current Smog Inspection Program requires/that a vehicle be in a testable-condition prior to the
start of any-inspection) Being testable includes'avisual\inspection of the tires. However, some
modern tires may not visually appear'to be under inflated even when they are under inflated.

With properly |inflated tires, vehicles use less fuel and engines do less work because the rolling
resistance| caused by tires fis reduced. According to the National Highway Traffic Safety
Administration (NHTSA), 27.46 percent of vehicles have one tire which is severely under-inflated
by 25 percent of the placard (vehicle manufacturer’s recommendation) value or more. 74 percent
of all vehicles'have an under-inflated tire, while 26 percent have proper inflation or higher.

Placard values for autos average 30 psi (pounds per square inch) and placard values for trucks
average 357psi. Autos with at least one severely under-inflated tire average 6.8 psi under-inflation
for all four tires. For light duty trucks, the average under inflation is 8.7 psi. Most tires are inflated
with compressed air and, on average, lose 1 psi per month.

The NHTSA data originated from a study they completed in order to justify a regulation which
requires all new vehicles to be equipped with a tire pressure monitoring system by 2008 that will
warn the driver when any tire becomes 25 percent under-inflated. The regulation was finalized in
October 2005. Their 243-page study is based on recent data and employs sophisticated survey
research, engineering, and financial analysis. Because it was part of the regulatory process, it was
subject to review and comment from automobile and tire manufacturers, as well as other parties.
The report’s findings appear to have broad agreement among stakeholders. The study entitled,
Tire Pressure Monitoring System FMVSS No. 138, is available on request.

The NHTSA study allowed us to evaluate proposals without repeating all of that agency’s
expensive research. However, the study also has limitations:

1. We don’t know how California compares to their national statistics. They surveyed nearly
10,000 autos, but we don’t know whether our tire inflation habits are better or worse than
the rest of the nation. Our autos probably last longer than their estimated average of
126,000 miles due to better climatic conditions.
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2. Their analysis focused on vehicles with tires having 25 percent or more
under-inflation. Therefore, the NHTSA was silent on the 47.54 percent of vehicles
with under-inflated tires less than 25 percent. We can make some estimates about these
vehicles based on general rules which the NHTSA believed could be applied across the
board (e.g., tread ware decreases 1.78 percent for every 1 psi under-inflation). In other
cases such as skid resistance, it appears improper to extrapolate from their analysis of
tires with severe under-inflation.

3. The NHTSA does not address some issues and potential benefits such as HC or NOx
benefits possibly because they did not need to do so in orderto justify their rule.

4. Their rule will work 365 days per year, for the life of the-vehicle, since on-board vehicle
sensors will continually monitor tire pressure and notify the [driver when the pressure
decreases 25% below-placard. In contrast, Smog Checks-eccur only once every 22
months, on average. Consequently, the penefits of a Smog Check-related tire inflation
program must be discounted accordingly.

A detailed analysis of this issue has been included in the Appendix.
Findings

Our hypothesis was that there might be a-benefit to require Smog Check technicians to check the
pressure an each tire, and|with the eustomer’s permission, to re-fill tires to the lesser of the tire
manufacturer’s-or the/vehicle-manufacturer’s specification. The technician would also inspect the
easily visible portions of the tire for safety and report deficiencies to the vehicle’s owner.

Although section 44018(a) of the Health and Safety Code authorizes a safety inspection that is
advisory in nature, legislation might be needed that would authorize BAR to implement a
mandatory tire inflation procedure. The BAR could implement a pressurization component of the
Smog Check program under its authority to reduce emissions. However, since emissions benefits
appear to be very small, we believe it would be better to seek a legislative policy decision for this
procedure.

This procedure may be expensive. If it took three minutes for this procedure, at a $75/hour shop
rate, the theoretical cost for 9.5 million vehicles would be $35.6 million.

By adapting the NHTSA’s methodology and logic to the proposed program, we project that the
tire pressure test procedure could save approximately $102.1 annually (or 2.8 times the estimated
cost) and we have identified the savings as follows:

Fuel savings, $45.4 million (16 million gallons of fuel);

Safety (lives saved and injuries avoided), $40 million;

Improved tread wear, $8.2 million;

Reduced property damage and improved travel time, $6.5 million; and,

Two million dollars worth of CO, emissions (approximately 414 tons per day).

agrwdpE
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However, there are some benefits we did not try to quantify.

1.

Safety for vehicles with moderately under-inflated (1-24 percent of placard value) tires.
These constitute 47.54 percent of the fleet, so the benefits will be substantial. However,
it’s not clear that the engineering estimates which the NHTSA applied to vehicles with
severely under-inflated tires can simply be ratioed to these vehicles. We prefer not to
speculate about this issue.

The benefits of the visual safety inspection. We don’t know how many tires have
visually-identifiable flaws, how many consumers are already aware of these flaws, or
how many would take prompt action to-fix the problem. Some data may be available
from safety programs which operate in other states.

Increased tire purchases and tread wear benefits. The NHTSA models used only the time
value of money far estimating tread/wear benefits. The Federal data assumed that
passenger-cars lasted an average 0f/126,000 miles, and that tire replacements would be
needed at 45 and 90 thousand miles, but-not 135,000 miles. Since California vehicles
presumably last longer, a third replacement at 135 thousand miles would double the tread
wear benefits (using the NHTSA methodelogy).

Reduced false Smog Check failures. Low tire pressure increases “tire roll resistance”
which|has the effect of increasingthe load on the vehicle. An increased load could result
in false emissions| failures. H one in a thousand vehicles were a marginal failure caused by
low tirepressure, consumers would save $250,000 in unnecessary repairs. We have no
basis for speculating on the actual rate of false failures due to low pressurization, since it
appears-that no one has ever run tests on this issue.

Consumer education. The monetary savings we estimated above are low because Smog
Checks occur once every 22 or so months and exclude newer vehicles. Since tires lose 1
psi per month, our estimates assumed that benefits were limited to six months. If tires
were filled to 30 pounds and then deteriorated to 24 psi, the average benefit would be
only 3 psi. However, the example set by a mandatory program, plus educational materials
distributed at the time of the Smog Check inspection, could improve consumer behavior.
This would affect the entire fleet, not just the vehicles that undergo a Smog Check
inspection in a particular year.

Emission reductions. If these are proportional to fuel savings, they are 0.1 tons per day
(tpd) of hydrocarbons, and 0.3 tpd of oxides of nitrogen; 2.7 tpd of carbon monoxide.
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Conclusions

This issue needs further study. Normally, justifying legislation and regulations for a new program
would require considerable and expensive research. Because of the availability of the NHTSA
data, this may be unnecessary. What we don’t know is whether or not the benefits that can be
confidently linked to the NHTSA'’s findings are in a realm of magnitude that would justify a
program change.

Consequently, we recommend that the BAR and ARB undertake a brief and limited review of the
NHTSA data. This should include some vehicle tests to determine if emissions benefits are indeed
as small as they appear to be, and to better estimate false failure rates. Eventually, more elaborate
testing might be required either to justify a program|or to document the benefits for purposes of
ARB’s emissions inventory.

In addition, California has a goal in place to/reduce carbon dioxide, a greenhouse gas that is
associated with glebal warming. Tire pressure testing provides another comperent to help reduce
emissions of this gas by 4114 tans per day.

The BAR|or ARB\may also want to reformulate the propased program. An aggressive consumer
education program may prove [to be very cost/beneficial.

Another option would be to limit inspections to the drive wheel tires, or to a tire that visually
appears to be low, or to a randomly-selected tire. What the NHTSA data suggests is that 26
percent of motorists do a good job of maintaining tire pressure, while 27 percent do a terrible job.
Consequently, if ong or two tires are found to be properly inflated, it may not be productive to
check the other tires. If they were badly under-inflated, checking and re-pressurizing the
remaining-tires would be warranted. These options cut the costs of our basic proposal, but might
retain most of the benefits. In sum, we believe our findings strongly justify a limited study of the
tire pressure issue.
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CONSUMER INFORMATION SURVEY

Section 44021 of the Health and Safety Code requires that the Inspection and Maintenance
Review Committee collect, analyze, and evaluate information relative to the Smog Check
program. However, the IMRC had never conducted a consumer information survey-

Recommendations for Administrative Action
IMRC recommends that BAR take the following actions:

1. Evaluate and implement additional methods that would encourage motorists to improve
their vehicle maintenance habits.

2. Increase outreach and awareness for motorists residing in low-income areas of the state.

3. Determine the cause ef CAP participation variability thatexists between air basins and if
warranted, develop methods to reduce that variability.

4. Regularly-survey consumer attitudes.

Purpose of the Consumer Survey

The ARB/BAR report, Evaluation of the California-Enhanced Vehicle Inspection and
Maintenance (Smog Check) Program (dated April 2004) (Report) did not include an evaluation of
consumer|information aspects of the Program, nor did it include any analyses of the adequacy or
performance of the Consumer |Assistance Program. This gap in the information available to the
Committee motivated Committee Members to initiate a consumer survey to test the feasibility of
directly contacting motorists to evaluate their experience.

The purpose of the survey is to include vehicle owners in the assessment of the Smog Check
program. The survey allows vehicle owners with failed Smog Checks in enhanced areas to report
to the Committee on information that they have about the Program operation. It also allows the
IMRC to obtain independent data on consumer perception of the Program and its impact on the
consumer.

A number of issues were identified by IMRC for investigation. These included independent
information about:

a) consumer satisfaction with Test-Only, Test and Repair, and Gold Shield station
performance;

b) the level of consumer knowledge about the Consumer Assistance Program;
c) the use of pre-inspection maintenance and repairs;

d) the time required and the cost of repairs by vehicle age and type, by geographic area,
by Gold Shield and Test and Repair; and,

e) environmental justice impacts of the Smog Check program.
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Test-Only Versus Test and Repair - A key issue was to investigate the experience of those
motorists whose vehicle was directed to Test-Only stations in comparison with those who used
Test and Repair stations for initial inspection. In accordance with state law, the Bureau of
Automotive Repair (BAR) implemented the Test-Only component of the Smog Check program in
late 1997. That required some vehicle owners to have their vehicle’s Smog Check inspection
performed at a Test-Only station as compared to the traditional Smog Check Test and Repair
station. Although the initial implementation created some confusion for-motorists, BAR
conducted significant outreach and advertising campaigns to inform motorists of the new
requirement. In 2000, the number of vehicles directed to Test-Only stations was increased to 36
percent of the enhanced vehicle fleet. That amounted to approximately 215,000 |vehicles per
month that were directed to Test-Only stations.

In 2003, the Bay Area was enhanced-to include the Test-Only component of the Smog Check
program. Consequently, as Test-Only stations opened in the nine-Bay Area|counties, more
vehicles were directed to Test-Only stations. Today, BAR directs approximately 287,000 vehicles
per month to Test-Only stations. This has caused many Test and Repair station"owners to
complain to-the IMRC that their customers/experience difficulty when attempting to get their
vehicles tested at Test-Only stations,/They also pointed\to a “ping pong” problem in which
motorists whose vehicles fail and are\repaired facerepeatedcycles of test and repair in which
vehicles “ping/pong” between Test-Only stations and-repair stations.

Use of the Consumer Assistance Program

Income Eligibitity - Low-ineome motorists whose vehicles fail the Smog Check inspection may
participate in BAR’s Consumer Assistance Program which pays for emission-related repairs. The
Consumer Assistance Program will pay as much as $450 for emissions-related repairs after the
income-eligible motorist pays the required co-payment of $20. The CAP repair must be
performed at a Gold Shield station and requires that the motorist complete an application to
confirm eligibility. BAR spent $4.7 million on this assistance program in 2002/2003.

Income eligibility for CAP is determined on a sliding scale depending on the number of people
living in a household and is based on 185% (this was recently changed to 225%) of the federal
poverty level as outlined in Table 1. [It should be noted that these income levels do not apply to
CARP repairs for vehicles directed to Test-Only stations.]

Table 1 (185% of Federal Poverty Level)

Number of People In Gross Household Income
Household Maximum ANNUAL | Maximum MONTHLY
1 $17,224 $1,435
2 $23,107 $1,926
3 $28,990 $2,416
4 $34,873 $2,906
5 $40,756 $3,396
6 $46,639 $3,887
7 $52,522 $4,377
8 $58,405 $4,867
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The IMRC received questions from environmental justice groups concerning the availability of
the Consumer Assistance Program, including:
a. Are low-income Californians receiving the benefit of the CAP?
b. Are minority communities receiving information about the CAP?
c. Should income eligibility be increased to include 225% of the federal poverty level,
compared to 185% now in statute?

Test-Only Eligibility - Another way to qualify for the Consumer Assistance Program is to be
directed to a Test-Only station for the biennial Smog Check-Vehicles directed to a Test-Only
station automatically qualify for CAP repairs with no income eligibility requirement; however,
the co-payment increases from $20 to $100. Although the|vehicle owner automatically qualifies
for CAP, the motorist must submit a CAP application in the same-manner as required for the low-
income applicant, but without household income related information. As previously stated, BAR
spent about $4.75 million on CAP in 2002/2003!

The IMRC received-commentsasking why Test-Only directed vehicles were-eligible for CAP
assistance, It’is believed that the Legislature chose to provide eligibility because of the perceived
hardship to vehicle owners of having/to ga to a Test-Only|station for testing, then to a repair
station for repairs,\and return to the Test-Only station for theretest. [Subsequent legislation has
authorized Gold Shield stations to retest and certify\those vehicles that are repaired in the Gold
Shield station.]

Other Issues + The IMRC also received comments during Committee meetings suggesting that
the approval precess required-for CAP repairs caused delays in getting the vehicles repaired and
back to their owners. Another issue raised was whether or not there are sufficient Gold Shield
stations availableto serve the income-eligible participants.

Survey Method

The Form 10 Group (Form 10) conducted the telephone survey which consisted of approximately
seventy questions and provided approximately 35,000 data points for analysis. The survey was
developed by the IMRC and then pre-tested and validated by Form 10.

The IMRC also provided Form 10 with approximately 45,000 vehicle registrations and Form 10
used a tele-match service to obtain telephone numbers from the vehicle registration information.
Vehicle registrations consisted of motorists whose vehicle previously failed the Smog Check
inspection in the preceding ninety days. In addition, the survey sample was divided into a total of
six air basins as illustrated in Table 2.
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Table 2
Group Counties Number of Interviews

1  |San Diego 53
2 Los Angeles 157

Orange, Riverside, San
3 Bernardino, Ventura 115

Fresno, Kern, San Joaquin,
4  |Stanislaus 42

Alameda, Contra Costa, Marin,
Napa, San Francisco, San-Mateo,
5 Santa Clara, Solano, Sonoma 151

6 Placer,-Sacramento, Yolo 33

Respondents to-the survey had to meet the following requirements:

1.

Uk~ wmN

Had to have a telephone number that could be linked to the name and address information
on their vehicle registration address;

Had to|be at least eighteen years of age;

Verify \vehicle ownership;

Remember failing|the Smog Check inspection;

Be willing'to take 15 minutes to answer the seventy questions; and,

Be ableto communicate in English or Spanish.

Survey Resuits

What sources of information did motorists use when informed they needed a Smog Check
inspection?

When notified of a Smog Check inspection requirement, motorists used various sources for
information: shopping around was used by 28 percent of the motorists; 26 percent spoke with
someone in the automotive repair business; and, 23 percent discussed the issue with a friend or
family member. Although the BAR website contains a wealth of information concerning the
Smog Check program, only 8 percent used it as a resource. Another 6.4 percent responded that
they spoke with BAR. In reality, they probably contacted the Consumer Information Center
whose toll free phone number is listed in the vehicle registration renewal packet mailed by the
Department of Motor Vehicles (DMV). The Consumer Information Center is part of the
Department of Consumer Affairs. It should be noted that respondents could answer yes to any of
the options in this question and therefore the percentages are not cumulative.

What factors did motorists consider the most important when selecting a Smog Check
station for the inspection?

Thirty-eight percent of respondents indicated that a convenient location was the most important
factor when selecting a Smog Check station. Twenty-five percent indicated that past experience
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with the shop was the most important factor. Chart 1 illustrates the various responses to this
question.

Chart 1: Most Important Factor: Selecting Smog Check Station

Wanted a Gold Shield

2%

7%

Personal relationship

8%

Wanted a Test and Repair L

38%

Convenient location

Wanted a Test-Only station

21%

25%

Prior to the SmogCheck inspection, what maintenance and repairs did motorists perform
on their vehicte?

Maintenance of Failed Vehicles: Ninety-five percent of respondents indicated that they had
maintained their vehicle over the last 12 months. Among the 95 percent that responded that they
had maintained their vehicle, 54 percent responded that their vehicle was very well maintained
and 41 percent indicated that their vehicle was pretty well maintained. Fifty-one percent did not
perform any routine maintenance or repairs 30 days prior to inspection. Forty-six percent
performed routine maintenance such as oil change, tune-up, or spark plug replacement 30 days or
less prior to the Smog Check inspection. Only 16 percent had repairs performed prior to the Smog
Check. Eight percent had a pre-inspection performed on their vehicle 30 days or less prior to the
test. Since it is generally accepted that routine maintenance prevents a vehicle from failing the
Smog Check inspection, this issue may require additional research since a significant percentage
of the failed vehicles had routine maintenance performed within 30 days of the Smog Check
inspection.

For owners whose vehicles were directed to Test-Only stations, how did they learn of the
Test-Only requirement?

Sixty-seven percent of those surveyed were directed to Test-Only stations. Contrary to the many

concerns expressed by members of the automotive industry to IMRC members, 80 percent of
respondents indicated that they learned of the Test-Only requirement from the DMV registration
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renewal information they received in the mail. Only 14 percent did not realize that their vehicle
required a Test-Only inspection until they went to a Test-and-Repair station for the inspection.
Overall, 79 percent rated finding a Test-Only station easy and another 4 percent said it was
“somewhat easy”. Ideally, one would hope that all directed motorists realize they are being
directed when they receive their DMV registration renewal notice. Evidence of variation by air
district suggests that motorists learn to look for this as the Program matures. The Bay Area had
the highest rate (32%) of missing this information on reading the DMV natification but the Bay
Area had only implemented Test-Only direction in 2003.

How easy or difficult was it to comply with the Smog Check inspection|requirement?

Eighty-two percent of all respondents found that it was easy or somewhat easy to comply with the
Smog Check inspection requirement. There was no significant difference between those directed
to Test-Only and those not directed to Test-Only in how easy the-respondents rated the Smog
Check requirement.

Eighteen percent rated complying/with the inspeetion requirement as somewhat or very difficult.
From the 18 percent that experienced difficulty with the program, 54 percent found the expense
was a problemand 34 percent thought the/process-was toa time consuming. Also from the 18
percent, 30 percent of those found the Smog Check\program difficult because they lacked an
understanding|of how the |Program works. Finally, another 18 percent of those that had difficulty
indicated that finding a8 Smog Check inspection station was difficult.

What factors idid motorists-consider the most important when selecting a Smog Check
station for the vehijcle repairs?

When choesing a repair shop, 29 percent of respondents indicated that the most important factor
in their decision was past experience with the shop. Twenty-one percent indicated that the most
important factor for choosing a repair shop was location. (This contrasts with 38 percent that
found location the most important factor when choosing a shop for the Smog Check inspection.)
The following list ranks the most important factors respondents chose as most important for
choosing a repair shop:

Past experience with the shop — 29%

Convenient location — 21%

Personal relationship with the shop — 19%

The repair estimate from the shop seemed reasonable — 13%
A trusted person recommended the shop — 12%

Wanted financial assistance from BAR — 5%

Wanted a Gold Shield station — 0.2%

YVVVVYVYYVYVY

Most importantly, only 5 percent were looking for a station that would help them get financial
assistance with repairs (CAP).
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How easy or difficult was it for motorists to have repairs performed on their vehicle?

Eighty percent of respondents found it somewhat easy or very easy to fix their vehicle and 62
percent indicated that it took one day or less to complete the process. From the 18 percent that had
difficulty getting their vehicle repaired, 67 percent found the expense of repair was difficult and
51 percent found the time required for repairs was difficult. Thirty-eight percent stated that
understanding the repair requirement was difficult. Again, the last three responses were individual
questions and therefore the percentages are not cumulative.

Respondents were also asked about repair choices. Ninety percent of the owners of failed vehicles
said they were offered neither a cheap quick fix-nor a more expensive and durable repair. Vehicle
owners do not appear to be making choices for quick fixes.

Cost and Time Involved in Repair and the Issue of “Ping-Pong™:

Expense and time-for repairs viaried greatly/ Twenty percent paid less than $50 while 20 percent
paid over $450 dollars; 22 percent paid between-$51 and $150 while 31 percent paid between
$151 and $450 for repairs. Most vehicles were in the repair shop one day or less (62%), with 39
percent leaving the shop in less than half a day. Twenty-twe percent were in the repair shop more
than 2 days.

There was little evidence of a {'ping pong”effect in which vehicle owners were bounced back and
forth between testing stations and repair stations with conflicting readings. There was no
statistically significant difference between those required to have their vehicle inspected at a Test-
Only station and others regarding the ease in which they judged the first or the second Smog
Check.

How easy or difficult was it for motorists to have the second Smog Check inspection
performed on their vehicle?

Eighty percent of respondents indicated that the second Smog Check inspection was easy and
another 12 percent indicated it was somewhat easy. Five percent indicated that it was somewhat
or very difficult and 3 percent did not answer the question.

How many motorists used BAR’s Consumer Assistance Program?

Seven percent of respondents used BAR’s Consumer Assistance Program. From the 7 percent, 4.6
percent received Test-Only eligible assistance and 2.5 percent received income-eligible
assistance. Sixty-seven percent were eligible for Test-Only directed assistance and about 27
percent of the state’s adult population are eligible for income assistance. Given limited income
data provided in the survey, the respondents were classified according to income eligibility. Only
14 percent of those estimated to be income eligible reported receiving the assistance.
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Differences by Air Basin

Respondent vehicle owners were chosen at random proportionate to their representation in the
population by air basin. Six air basins were identified and analyzed. This analysis combines the
two small valley basins into one and combines San Diego, Orange, Riverside and San Bernardino
county respondents. The differences within these two groups are not significant.” What is reported
here are the statistically significant differences between these four areas:~Los Angeles County
(147 interviews), the Bay Area (149 interviews in nine counties), Other Southern-California
counties (170 interviews) and the San Joaquin and Sacramento Valleys (85,interviews).

Wanted a Test-Only Station - Percentage of respandents in the air basin that said in choosing a
station to do the Smog Check they considered a Test-Only station:

Considered a Test-Only Station
S. J. Valley 59%
Bay Area 62%
Other So Cal 67%
Los Angeles 78%

After identifying factars|they considered important, motorists were asked to pick the most
important factor for them in/makingtheir/choice for a testing station.

Most important factor in choosing a test station

Bay Area Los Angeles | S.J. Valley | Other So. Cal.
Personal|relationship/shop 13% 5% 7% 5%
Past experienee with shop 10% 33% 26% 28%
Convenient location 45% 33% 36% 38%
Wanted Test-Only Station 22% 23% 18% 19%

Interpretation: about the same percentage picked the Test-Only station criterion as the most
important factor in making their choice, but Angelenos were most likely to consider this factor and
Valley motorists least likely.

Asked of those directed to Test-Only: When did you learn that your vehicle was Test-Only?

Percent choosing “upon reading the smog check information in the vehicle registration.”

Bay 70%
L.A. 81%
S. J. Valley 81%
Other So. Cal. | 86%
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Asked of those directed to Test-Only: How difficult was it to find a Test-Only station?

Easy or Somewhat Easy Somewhat Difficult or Very Difficult
Bay 88% 12%
L.A. 95% 3%*
S.J. Valley 93% 7%
Other So. Cal. 95% 5%

*3% did not answer
Most Bay Area Test-Only directed motorists found it easy(68%) to find a Test-Only station but
motorists in this region were the most likely to have difficulty probably due to the recent Test-
Only implementation.

There was no statistically significant-difference between regions in consumer response to “how
easy was it to comply with the initial Smog Check?”

How many days was your car in the shop for repairs?

Bay LA. S. J. Valley So. Cal.
Less than 1/2 day 30% 47% 41% 39%
1/2 to one day 32% 19% 16% 23%
1-2 days 15% 18% 16% 14%
More than 2 days 24% 16% 27% 25%

Note that there is‘correlation between both of these variables and whether the respondent received
financial assistance from BAR (see following table) since those receiving CAP assistance had
longer stays in therepair shop and CAP assistance varies significantly by air basin. It may be that
the time in therepair shop difference is a function of the difference in CAP assistance processing
and paperwork requirements.

Received financial assistance from BAR

S. J. Valley 17%
Other So. Cal. 9%
Bay 7%
L.A. 3%

The Central Valley had the highest rate of assistance and Los Angeles County had the lowest rate
of financial assistance for the repair of vehicles.
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Differences for Those Receiving BAR Assistance Versus Others

Income Group. There was no statistically significant difference between the income groups
identified in the survey in the proportion that received CAP assistance.

Survey respondents chose from one of the following income groups:

1) below $17,000

2) $17,000 to $22,999
3) $23,000 to $28, 999
4) $29,000 and above.

Only 58 percent of those interviewed chose ane of these categories as the income category for
their household.

Income eligibility-for the CAPrassistance depends upon both household income and the number of
members in-the household. Looking at responsesto the income questions, we were able to
determine that 17 percent |of the sample was income eligible for CAP, 37 percent was not income
eligible and 46 percent \could not be determined. Note that-census data indicates that 27 percent
of all adults 18-64 iin California would qualify for CAP income eligible assistance.

Of the incomereligible respondents, 14 percent claimed to have received CAP assistance (that
includes both types of assistance). ‘Among those who were determined to not be eligible and
among those for'whoyn we could not determine eligibility, 7 percent claimed to have received
CAP assistance. This was not a statistically significant difference.

Days in the Shop for Repairs
For those who received financial assistance from BAR, 60 percent were in the shop more than one
day and 40 percent were in the shop more than 2 days. For those who did not receive assistance,

36 percent were in the shop more than one day and 21 percent were in the shop more than 2 days.

Nevertheless, there was no statistically significant difference between those who received
financial assistance and others in how easy they thought it was to get their vehicle repaired.

How Much It Cost to Repair

There is clearly a tendency for those receiving assistance from BAR to have higher cost repairs.
Thirty-seven percent of those receiving financial aid had repairs costing more than $450, though
this group is 20 percent of all surveyed. Less than 10 percent of the BAR assisted owners paid
less than $50 for repairs, yet this group is also 20 percent of all vehicle owners.
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ORGANIZATIONAL PLACEMENT OF THE SMOG CHECK PROGRAM

The IMRC believes that the Smog Check program’s effectiveness in terms of meeting its principle
purpose - cost effective emission reductions - appears to be treated secondarily to other
considerations by BAR. Rather than failure of any particular staff or manager, the IMIRC believes
this problem is inherently caused by the fact that neither BAR nor the Department of Consumer
Affairs is directly accountable for achieving air quality goals.

In February 2005, Assemblywoman Sally Lieber introduced"Assembly BiH 386 that would
transfer program and budget authority for the Smog Check program from the Bureau of
Automotive Repair to the Air Resources Board--After reviewing the bill, the IMRC voted to
support this change and drafted an issue paper in support. The lissue paper was submitted to the
Legislature in June 2005. Unfortunately, AB386 was ultimately amended to address other issues.
However, the IMRC continuesto support this change to improve-air quality benefits of the Smog
Check program. The following provides the/issue paper’s recommendations and the background
discussion. A complete copy of the issue paper has been included in the Appendix.

Recommendation for Legislative Action
The IMRC recommends that:

1. The responsibility and authority'for policy decisions associated with the state’s Smog
Check Program be transferred from the Bureau of Automotive Repair (BAR) to the
California Air Resources Board (ARB).

2. Along with this transfer of policy direction, ARB should also be given budget authority
over the program to ensure that resources are budgeted and expended in accordance with
policy priorities established by ARB.

3. Implementation of the Smog Check Program should remain with BAR.
Background

Air quality has long been a top environmental and public health issue in California. Although air
quality has been significantly improving for many years, several areas in California still have
some of the worst air quality in the nation. Mobile sources account for most emissions in
California - more than 70 percent of the air pollution in some areas - and have proven to be the
source of vast and cost effective opportunities to reduce pollution.

In 1971, the California Legislature enacted the Automotive Repair Act in response to consumer
and automotive industry concerns about unacceptable levels of fraud or incompetence in the auto
repair market. This law was the basis of the formation of BAR within the Department of
Consumer Affairs to regulate the automotive repair industry.
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In 1982, the Legislature adopted a vehicle inspection and maintenance program to reduce the
emissions coming from light duty cars and trucks. The BAR was designated as the program’s
administrator and implemented its first biennial Smog Check Program (Program) in 1984.

In 1967, then Governor Ronald Reagan signed into law the Mulford-Carrell Air Resources Act
merging the California Motor Vehicle Pollution Control Board and the Bureau-of Air Sanitation
to create the ARB. For nearly four decades, the ARB has worked to improve California air
quality. The ARB emerged as a worldwide leader in emission reduction strategies, particularly
for mobile sources. This leadership even has been recognized by Congress-in that although federal
law provides the US Environmental Protection Agency with authority to establish emission
standards for motor vehicles built for sale in 49 of the states, California alone was given authority
to establish its own vehicle emission standards. The ARB standards have traditionally required
cleaner burning fuels and cleaner operating vehicles\than those built for other states.

The ARB has responsibility for many mobile source emission reduction strategies such as

» _Vehicle emission standards

> | Vehicle fuels

» | The Carl Moyer Program designed to-provide funding to reduce emissions through
scrappage, upgrade and repair/of glder higher polluting vehicles

> | Fleet rules

BAR’s authority over the Smog Check Program is an anomaly to the overall role the ARB has in
terms of state environmental-regulations for mobile sources. Several times over the life of the
Smog Check Program suggestions have been made to transfer responsibility for the Program
away from BARt0 the ARB due to ARB’s air quality focus. Following adoption of its recent
report to the Legislature and Administration on the Smog Check Program, the Inspection and
Maintenance Review Committee (IMRC) decided to investigate this issue once again because of
concerns that policy direction for the Program is compromised by its placement within the BAR,
particularly in regard to the timely implementation of cost effective emission reduction program
modifications.

Although the Bureau of Automotive Repair currently discusses many issues regarding the Smog
Check program with ARB, the ARB essentially plays a consulting role advising BAR on Program
matters rather than acting as the primary decision maker. Thus, the agency responsible for air
quality (ARB) lacks the authority to make decisions regarding the Program even though it is ARB
and not BAR that is held accountable for air quality.

The BAR has always had difficulty in managing the Smog Check program for maximum air
quality effectiveness. It follows a paradigm that is appropriate for other licensing programs in the
Department of Consumer Affairs, which ensures minimum competence and performance for
licensees. Under this theory, consumers can judge whether or not to buy a service from a
particular licensee based on their reputation, the price they charge, the time they take to complete
the work, and other factors. Licensees are removed only in the case of fraud, gross incompetence,
or felonious behavior. This approach ignores the fact that in the Smog Check program, consumers
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are compelled to get their vehicle inspected and state law implies a goal of maximum program
effectiveness.

An example of the problem is the “fast pass’ algorithm in the BAR 97 Smog Check analyzers.
This useful provision terminates a 100 second dynamometer test early, whenever a vehicle has
registered a pass for ten consecutive seconds during the test. This provision saves stations and
consumers money. Unfortunately, it is widely recognized that many technicians will abort the
Smog Check inspection when a fast pass is not likely. They may then use improper testing
methods, including fraud, to either pass the car or avoid having it labeled as a gross polluter.

The BAR has not taken steps to restrict the fast pass privilege for stations that appear to be
abusing the feature. Similarly, in its most recent program evaluation|report, the BAR
acknowledges that it keeps statistics-on stations where test results suggest clean|piping. In both
cases, the BAR relies exclusively on long, expensive\enforcementinvestigations to put stations
out of the Smog Check business. They do not set\a statistical standard for excellent performance,
which is a common-management tool. For example, financial penalties for poer performance are
frequently built into private industry and government contracts, because sole reliance on proving
fraud is generally inappropriate.

For many|years, this enforcement approach has resulted in suspending or revoking the licenses of
1-2% of all Smog Check statians. Statistically, many more stations appear to be performing
poorly. For example, the 2004 ARB/BAR Smog Check Evaluation report acknowledges that 21%
of the Smog Check test and repair stations (over 1,200) fell into the worst group for repeated
emissions readings, the aforementioned indicator of clean piping. The BAR does not have the
resources to investigate any more than a fraction of these stations.

The IMRC-believes that BAR’s management of the Program compromises the Program’s
effectiveness in achieving its fundamental purpose - emission reductions. As part of the
Department of Consumer Affairs, BAR’s culture primarily focuses on consumer protection and
ease of Program administration rather than environmental protection/air quality. Consumer
protection and smooth program administration are important and need to be carefully addressed in
designing an effort such as the Smog Check Program. In fact, in order for the Program to be
successful, it must be structured in a consumer friendly fashion. ARB has successfully addressed
consumer protection in many of its emission reduction programs.

Conclusion

The bottom line is that the sole reason for the existence of the Smog Check Program is to improve
public health by implementing carefully constructed emission reduction strategies. Neither BAR
nor the Department of Consumer Affairs is directly accountable to federal, state or local air
quality program requirements or environmental regulators. Air quality responsibilities and
implementation of program improvements necessary to meet our air quality goals have lagged as
a result.
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PART lll: PREVIOUS RECOMMENDATIONS FROM THE

2004 IMRC REPORT

AUTHORIZE ANNUAL SMOG CHECK INSPECTIONS FOR OLDER

MODEL YEAR VEHICLES

In 2004 ARB/BAR Report dated September 2005, BAR and ARB-proposed the implementation
of an annual Smog Check inspection for 15-year and older model year|vehicles.

Recommendations for Legislative Action

The IMRC recommends that the Legislature adopt statutory changes to enable BAR to require
annual inspections of older medel year vehigles. These changes should:

1.

Authorize-the BAR to implement an annual Smog Check inspection fer older model year
vehicles provided that {‘income eligible”-motorists have access to repairs funded by the
Consumer Assistance Program;

Provide BAR flexibility in identifying the-appropriate model year vehicles required to be
annually inspected;

Require that the additional Certificate of Compliance fees be deposited into the High
Palluter Repair or Removal Account;

Require that BAR also develop a methodology to excuse specific vehicles or classes of
vehiclesTikely to passthe annual Smog Check inspection;

Require thatowners of vehicles subject to the annual inspection qualify for a fair and
accessible'Consumer Assistance Program;

Require that 1975 and older model year vehicles continue to be excluded from the Smog
Check inspection requirement;

Require ARB/BAR and/or IMRC to evaluate the effectiveness and impact of the
Consumer Assistance Program;

Allows the consumer to select a Smog Check station type of their choice. These vehicles
should not be directed to any specific station type.

Background

The ARB/BAR Report shows that Smog Check inspection failure rates increase as vehicles
age and the emission systems deteriorate. The failure rate for all model year vehicles equals
about 16 percent. By the time vehicles reach 15 years of age, the failure rate increases
significantly and averages 30 percent with some early 1980s model year vehicles reaching as
high as a 40 percent failure rate.

The ARB/BAR Report estimates that annual testing of older model year vehicles would
reduce emissions by 25 tons per day of hydrocarbons and NOx in 2005 and 27.4 tons per day
by 2010. This estimate assumes that 1981 and older model year vehicles would be exempted
by 2010 due to the 30-year rolling exemption; actual emissions benefits would be higher
because this exemption no longer exists.
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The ARB/BAR Report estimates that the Smog Check inspection and repair industry would
inspect an additional 2.2 million vehicles annually at a cost of approximately $101 million,
assuming an average inspection cost of $46.00 (based on 2002 DCA/BAR data). In addition,
the ARB/BAR Report also indicates a failure rate of about 23 percent, which isprojected to
add another $72 million in repair costs bringing total costs to $173 million-annually. This
equates to a cost effectiveness of $8,500 per ton for hydrocarbons and NOx emission
reductions. In other words, these are relatively cost-effective emission reductions.

On average, older model year vehicles are typically owned and-driven by those that can least
afford the additional costs of annual inspections and repairs. This presents an obstacle for
effective annual testing since the increased costs would be borhe disproportionately by those
with limited discretionary income.

Proposal

The IMRC recognizes, the significant benefits of an annual Smog Check inspection for older
model year vehicles, but also understands the need to balance the benefits with other provisions
that lessen theburden an those that can least afford the additional expense. Therefore, the addition
of the annual Smog Check inspection should include increased funding for the Consumer
Assistance Pragram, and assurances that the Consumer Assistance Program is accessible and
equitable.

Annual inspections increase the sale of BAR’s Certificates of Compliance by approximately 2.2
million certificates each year. At the current price of $8.25 each, BAR’s income increases by
approximately $18 million annually. Normally, these funds would be deposited into the BAR
Vehicle Inspection and Repair Fund. Since these are additional funds, the IMRC suggests that
they be deposited into the High Polluter Repair or Removal Account. This increases the funding
available to assist lower income consumers with their repair needs during the annual Smog Check
inspection.

In addition to the certificate sales, the IMRC also suggests that any loan repayment by the
Legislature of funds borrowed to cover the General Fund deficit, also be deposited directly into
the High Polluter Repair or Removal Account for use by the Consumer Assistance Program. For
more detail on this provision, please refer to the section entitled “BAR Budget & Funding” in this
report. The additional funding for the Consumer Assistance Program could ameliorate the
negative impact that such a program may have on lower income families. Using the additional
Certificate of Compliance fees for Consumer Assistance Program repairs generates approximately
$18 million that will pay to repair 58,000 vehicles; assuming a Consumer Assistance Program
repair averages $313 per vehicle.

Finally, the ARB/BAR Report suggests a possible adjustment to the 15-year and older rule in

future years due to the improved emission systems on vehicles beginning with the 1996 model
year.
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Options

Since a significant portion of 15 year and older model year vehicles pass the Smog Check
inspection, the IMRC also agrees with the ARB/BAR Report that some older model year vehicles
should be excused from the annual testing requirement. One way to target an annual,inspection
program more effectively is to allow owners of cleaner emitting vehicles to optout of an annual
inspection and continue to be tested biennially. This provision could be accomplished by using
several available options.

Clean Screen

The concept of “clean screening” vehicles can be accomplished using several methods of
identifying vehicles likely to pass the/Smog Check inspection. One method, referred to as
the Low Emitter Profileuses various vehicle data to classify or rank vehicles according to
their probability of passing the test. Once\the vehicles have been ranked, then only the
“most likely-to pass” vehicles would be/excepted from the annual inspection.

Another method for identifying vehicles likely to pass involves the use of remote sensing
devices. These devices are set.up on city streets orlhighways to measure tail pipe
emissions as the vehicle drives\through the lane. The motorist is not required to stop and
submit|to any inspectian since the device captures multiple measurements of the tail pipe
emissions while the vehicle movesthrough the test lane. Vehicles identified as low
emitters through the remote-sensing lanes could be excused from the annual Smog Check
inspection requirement. It is worth noting that BAR and ARB are jointly evaluating
remote sensing devices for possible application in the Smog Check program.

Imptementing a “clean screen” process by which some vehicles are excused from the
annual Smog Check inspection provides an additional benefit by reducing the overall
financial impact. As an example, excusing the cleanest 25 percent of the older model
year vehicles would reduce the annual cost by approximately $25 million in testing fees.

Past Performance

Another method for excepting vehicles from the annual inspection would be to allow
vehicle owners to demonstrate that their vehicle passes the Smog Check inspection for 2
or 3 consecutive cycles and subsequently except them from the next annual inspection. If
their vehicle continues to pass the biennial Smog Check inspection, as identified in BAR’s
Vehicle Information Database, then their vehicle may be excused from the annual Smog
Check inspection (though not a biennial inspection).
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Impacts the IMRC Considered

Requiring annual inspections for older vehicles involves risks that noncompliance could increase
due to lack of financial capacity to conduct the repairs. The Consumer Assistance Program was
designed to help consumers comply with Smog Check requirements. Both test-only;referred
vehicle owners and those meeting an income test can qualify for the ConsumerAssistance
Program. If annual inspection is required, the Consumer Assistance Program would|necessarily
need to be augmented proportionately. Since the ARB/BAR Report estimates the-annual cost at
$173 million for test and repair costs, we believe that this program requires additional funding in
the Consumer Assistance Program to offset the financial impact and reduce potential non-
compliance.

IMRC will further investigate both non-compliance and consumer information about and access
to the Consumer Assistance Program in its next report. However,-the investigations to date have
been limited and legislative direction to evaluate the Consumer Assistance Program would be
wise in light of inereased social’and economic impacts of Smog Check with annual inspections of
older vehicles.

Emission Reduction Estimate
Implementing the annual Smog Check inspection for vehicles 15 years and older increases the

Program’s emission reductions by\25 tons per day in 2005 and even more in future years which
assists the state in/achieving air quality goals.
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AUTHORIZE ANNUAL SMOG CHECK INSPECTIONS FOR HIGH
MILEAGE VEHICLES

In 2004 ARB/BAR Report dated September 2005, BAR and ARB proposed an annual Smog
Check inspection for all high mileage vehicles that travel more than 25,000 miles per year.

Recommendations for Legislative Action
The IMRC recommends that the Legislature adopt a statutery change that provides the following:

1. Authorizes BAR to implement annual Smog Check inspections for any vehicle identified as
a high mileage vehicle;

2. ldentifies high mileage vehicles using a methodology and definition jointly developed by
ARB and BAR,;

3. Includes private vehicle fleets, government fleets, and individually owned vehicles in the

high mileage annual inspection;

Altows the use\of new technologies in lieu of annual inspections;

Authorizes Consumer Assistance Program paid repairs for motorists meeting the income

eligibility requirements;

6. Requires that 1975 and older model year vehicles continue to be excluded from the Smog
Check inspection requirement;

7. Allows the/consumer to select aSmog Check station type of their choice. These vehicles
should|not be directed to any specific station type.

SRR

Background

To evaluate the emissions impact of High Mileage Vehicles, the ARB conducted a study of
taxicabs in the Los Angeles and San Francisco areas in 2002. The study concluded that the
average taxicab traveled 58,000 miles in 2002, almost 4 times the average miles traveled for
passenger vehicles. ARB conducted approximately 1,600 inspections on these vehicles and found
about 27 percent with some type of failure. In contrast, the failure rate for other 1992 — 2002
model year passenger cars averaged about 5 percent, 22 percent lower than the taxicab fleet.

Based on the study of taxicabs in Los Angeles and San Francisco, ARB concluded that annual
inspections of the taxicab fleet could produce emission reductions of 0.8 tons per day of HC and
NOy and 3.7 ton per day of carbon monoxide emissions. The ARB/BAR Report also concluded
that approximately 3 percent of the California vehicle fleet falls into the high mileage category
that is currently defined as more than 25,000 miles per year. Therefore, if all high mileage
vehicles receive annual Smog Check inspections, the emission reduction benefits could total 6
tons per day of hydrocarbons, 17 tons per day of NOx, and as much as 102 tons per day of carbon
monoxide. It should be mentioned that this is an upper bound for potential benefits. On average,
private and government-owned fleets and individually owned vehicles that meet the high mileage
definition may be maintained better than taxicabs.

Most cities and counties identify taxicabs in their local jurisdictions and the DMV database
identifies vehicles used as a taxicab. The California Public Utilities Commission licenses “for
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hire” limousines and other commercial carriers. Government fleets could be required to report
mileage on these vehicles. However, an identification problem exists with privately owned fleets
and individual owners of high mileage vehicles since only the odometer indicates vehicle miles
and this data is not transferred to the DMV except on change of ownership.

SB1107 (stats. 2004, chap. 280, §7) excepts the 5™ and 6" model year vehicles-from the biennial
Smog Check requirement. Therefore, early identification of potential high mileage vehicles
becomes impossible until the vehicle reaches seven years old and requires its first Smog Check
inspection.

Proposal

The IMRC agrees with the recommendation to implement an annual Smog Check test procedure
for high mileage vehicles. Unfortunately, vehiclg identification appears to create a significant
obstacle to this proposal. Therefore, the IMRC recommends that BAR, in cooperation with the
DMV and ARB, develop a high mileage vehicle identification|protocol to select vehicles that
travel more-than twice the numbey of miles per.year of\the average passenger car or light duty
truck. The identification shouldinclude taxicabs, privately owned fleets, government fleets (such
as police cars); and privately owned vehicles. Sinee the ARB/BAR Report estimates a 27 percent
failure rate for high mileage vehicles, BAR should develop a methodology to exempt some
vehicles from the annual Smog Check inspection requirement and instead send only those most
likely to fail the Smog Check inspection:

As an option, new technologies could be used in lieu of an annual inspection that could provide
similar emission bepefits. One such technology is called Networkcar™, which requires that a
telematics devicebe installed in the vehicle and connected to the vehicle’s computer controlled
emission system. When the computer control system identifies an emissions related problem, a
message could be sent to BAR indicating an emissions related defect that requires the vehicle
owner to have the vehicle repaired. The same system also sends information to BAR upon
completion of successful emission-related repairs. The use of this system could eliminate the need
for an annual inspection while ensuring that the vehicle remains in compliance. It should be
mentioned that BAR and ARB have been testing the usefulness of this new technology with
taxicabs for approximately two years.

Impacts the IMRC Considered

The IMRC’s primary concern involves the inability of BAR or DMV to identify high mileage
vehicles. Although many of these vehicles display commercial license plates issued by DMV, this
information in and of itself does not identify the vehicle as high mileage.

In addition, some of the high mileage vehicles include commuters who may drive as much as 200
miles per day. The annual inspection would place an additional burden on this segment of society
(although some would qualify for the Consumer Assistance Program which minimizes the
negative impact).
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Emission Reduction Estimate

An annual Smog Check inspection for high mileage vehicles could provide additional emission
reductions of 23 tons per day of hydrocarbon and NOx and 102 tons per day of carbon monoxide,
at an estimated cost of less than $10,000 per ton. Including a methodology to excuse some
vehicles from the annual inspection requirement may improve the cost effectiveness, The
additional option of using newer technologies such as Networkcar™ mayalso provide a low-cost
alternative while ensuring that these vehicles maintain low emissions,
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BAR BUDGET & FUNDING

During the monthly meetings of the Inspection and Maintenance Review Committee, several
attendees voiced concerns over the BAR budget and questioned transfers of funds to other
government entities, loans to the General Fund, and recent statutory changes associated with
smog abatement fees. The IMRC has reviewed the BAR budget process and has several
recommendations.

Recommendations for Legislative Action

The Committee recommends that the Legislature adopt a statutory change that provides the

following:
1. Initiates a 5-year repayment schedule for\the repayment of the $114 million dollar loan
from the Vehicle Inspection and Repair Fund to the General Fund;
2. Calculatesthe interest earned on the aforementioned loan at the samerate as the Pooled
Money Investment Account;
3. Deposits the funds directly into the High Polluter Repair or Removal Account for use by
the Consumer Assistance Program.
Background
a. The Bureau of Automative Repair (BAR) is a specially funded organization that receives

no funding frgm California’s General Fund. The revenue sources BAR receives include
monies frony licensing fees, smog abatement fees collected by the Department of Motor
Vehicles(DMV), the sale of Certificates of Compliance, and fines and penalties.

Owners of vehicles four years old and newer pay a $6.00 Smog Abatement Fee as part of
their DMV registration renewal. The Smog Abatement Fee is intended to be used to offset
the potential emissions reductions lost as a result of these vehicles being excused from the
Smog Check inspection for the first 4 years. Pursuant to Section 44091 of the Health and
Safety Code, $2.00 of the fee is deposited into the High Polluter and Repair or Removal
Account while the remaining $4.00 is deposited in the Vehicle Inspection and Repair
Fund. The various licensing, smog abatement, and certificate fees collected amount to
over $120 million annually. The sale of Smog Check Certificates of Compliance generates
the majority of BAR’s funding. The Legislature annually appropriates the amount of
funding based on their review of BAR’s projected budget needs.

BAR funding is separated into two accounts: 1) the Vehicle Inspection and Repair Fund;
and 2) the High Polluter Repair or Removal Account. The Vehicle Inspection and Repair
fund pays for all BAR operations with the exception of the Consumer Assistance Program.
The revenue source for the Consumer Assistance Program is generated primarily from
$2.00 of the $6.00 Smog Abatement fee paid by owners of 4 year and newer model year
vehicles, which is deposited into the High Polluter Repair or Removal Account. The
Consumer Assistance Program derives additional funding from the sale of vehicles
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impounded by local law enforcement agencies pursuant to §14607.6 of the California
Vehicle Code.

During public meetings of the IMRC, attendees have complained that BAR funds were
diverted to agencies other than BAR and for uses other than the Smog Check program.
Although the IMRC lacks the resources required to perform a complete-fiscal audit of
BAR expenses, a subcommittee met with BAR staff and budget staff from DCA to review
appropriations and expenditures. Based on numerous interviews with BARand DCA staff
to review BAR’s budget process, the subcommittee found no evidence to substantiate the
allegations. All expenditures and distribution of funds, including funds to cover the
overhead charges and indirect expenses.of the Department of Consumer|Affairs and the
State and Consumer Services Agency, appear to be reasonable and appropriate and
compliant with state statute and the Department off Finance’s policies and guidelines.

b. In the last three years, the Governor and/the Legislature have approved borrowing of
approximately $114 mitlion from the Vehicle Inspection and Repair Fund to assist the
State offset the General Fund shortfall. 1n-2002, AB425 (stats. 2002, chap. 379, §2, Item
111-011-0421) transferred $100 million from the Vehicle Inspection and Repair Fund to
the General Fund and requires that the loan\be repaid with interest at the rate earned by the
Pooled Money Investment Account. Again in-2003, AB1765 (stats. 2003, chap. 157, §2,
Item 1111-003-0421) transferred another $14 million to the General fund with the same
interest provisions on repayment!

Section-16320 (b) (1)-of the Government Code states, in pertinent part, that “The Director
of Finance shall order the repayment of all or a portion of any loan made pursuant to
subdivision (a) if he or she determines that either of the following circumstances exists:
(A)The fund or account from which the loan was made has a need for the

moneys.

(B) There is no longer a need for the moneys in the fund or account that received the
loan.”

Section 16320 of the Government Code suggests that the repayment requires a request
from the lending agency and the lending agency must identify a specific monetary “need”
prior to any loan repayment. However, it does not identify what qualifies as a “need” nor
does it address whether expanding an ongoing program such as the Consumer Assistance
Program would qualify as a “need”.

c. SENATE BILL 1107 (stats. 2004, chap. 280, 87 & 8), made significant changes to the
Smog Check program and diverts some funds that would otherwise be deposited into the
Vehicle Inspection and Repair Fund and the High Polluter Repair or Removal Account.
These funds now will be deposited into the Air Pollution Control Fund, administered by
the Air Resources Board (ARB). Specifically, SB1107 excepted the 5" and 6" model year
vehicles from the biennial Smog Check requirement and imposed a $12 smog abatement
fee on 6 year and newer model year vehicles effective January 1, 2005. SB1107 requires
that $6 of the fee be deposited into the Air Pollution Control Fund to provide additional
funding to the Carl Moyer Memorial Air Quality Standards Attainment Program (Carl

Part I11: Recommendations for the 2004 IMRC Report Page Il -9



Inspection and Maintenance Review Committee

Moyer Program) administered by ARB. These additional funds for the Carl Moyer
Program will achieve additional NOx and particulate matter emission reductions from
mobile and stationary diesel sources.

Proposals

The IMRC suggests that the Legislature initiate a 5-year repayment schedule of the $114 million
previously borrowed from the Vehicle Inspection and Repair Fund. These funds-should be
deposited directly into the High Polluter Repair or Removal-Account|to support the expansion of
the low income Consumer Assistance Program. Based on a principal’amount of $114 million, the
payment equals approximately $22.8 million annually plus interest. As previously mentioned, the
interest accrued would be equal to that earned by the Pooled Money Investment| Account.

Benefits
The suggested five-year repayment schedule provides'a lang-term repaymenttimetable to
minimize the negative impact that/an immediate-repayment could have on California’s current

General Fund shortfall, Repayment of these funds would assist in the expansion of the low
income Consumer Assistance Program.
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INCORPORATE A SMOKE TEST INTO THE SMOG CHECK INSPECTION

The ARB/BAR Report proposes a change in state law that would provide the authority to include
a smoke test component in the Smog Check inspection. The IMRC recognizes that Assembly Bill
1870 introduced by Assemblywoman Lieber fulfills this recommendation however,the Governor
has not yet signed the bill.

Recommendations for Legislative Action

The IMRC recommends that the Legislature adopt a statutory change to both the Health and
Safety Code and the California Vehicle Code that provides for(the following:

1. Requires the Referee to perform a Smog Check inspection on any motorist’s vehicle that
receives a citation forviolation\of §27158 of the California Vehicle/Code. The inspection
should be conducted subsequent to repairs and prior toresolution of the citation.

2. Requires that the vehicle owner proyide some proof of repair or an explanation of the
nature of the repair at the time of the Referee appointment. In addition to the explanation
of the repair, this proof-could/include either a parts invoice from an automotive parts
supplier ona repair invoice froam an automotive repair shop.

3. Authorizes|BAR to implement'a visual smoke-inspection procedure as a component of the
Smog Check inspection.

4. The smoke/inspection procedure’shiould not require additional equipment purchases by
Smog Check stations since atest that relies exclusively on the technician’s observations of
the exhaust is,adequate for this purpose.

Background

A. The current Smog Check inspection does not require a test that inspects for excessive tail
pipe smoke. Due to the chemical composition of the smoke, the Emissions Inspection
System used in Smog Check stations cannot measure smoke that results from a vehicle
burning excessive amounts of motor oil. Therefore, it is possible for a smoking vehicle to
be issued a Certificate of Compliance after passing a Smog Check inspection and
continue to pollute the air with harmful emissions, especially particulate matter. Section
27153 of the California Vehicle Code provides in pertinent part that “No motor vehicle
shall be operated in a manner resulting in the escape of excessive smoke, flame, gas, oil,
or fuel residue.”

B. Inthe 2003 calendar year, the California Highway Patrol (CHP) issued 1,400 citations for
violation of 827153 of the California Vehicle Code. It should be noted that CHP officers
issue these citations only if the vehicle smokes continuously and not just on acceleration.
California is home to more than 116 local police departments and approximately 50
county Sheriff departments and although it is reasonable to assume that local county and
police agencies issue additional citations for violations of §27153 of the California
Vehicle Code, the IMRC was unable to collect these data.
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C. Clearing these citations requires only that the vehicle be returned to a local police officer
for a visual verification that the vehicle is no longer smoking. According to Smog Check
technicians, the vehicle’s lack of compliance may be disguised through temporary repairs.

Nevada’s Smoke Test

As a means of reducing particulate matter, certain counties in Nevada have long included a smoke
test in their inspection and maintenance program. Specifically, Chapter 14 of Nevada’s
Department of Motor Vehicles 1G Emissions Inspectors Handbook defines|a visible smoke test
failure as: “any visible smoke from the tailpipe or crankcase of a‘motor vehicle during the
emission test.” Consequently, any smoke identified by the technician causes the vehicle to fail the
emissions test.

Nevada’s smoke test has identified a substantial number of vehicle failures| For|example, during
the 2003 calendar year, emission-inspectors/in Washoe County performed 188,600 tests on 1976 —
1995 model yearvehicles| 920, or 0.5 percent of these\vehicles were identified as having
excessivesmoke. The\Clark County program netted similar test results in 2003 with a 0.89
percent failure rate after testing 373,725 vehicles.

Proposal

Using Nevada’s test procedure as a model, BAR could develop a simple process for technicians to
implement a visible smoke test procedure. In the event the motorist disagrees with the Smog
Check technician’s finding-of excessive smoke, the vehicle would then be referred to the State’s
Referee (Referee) system for resolution. The Referee system currently offers this type of service
to consumers who dispute the results of a Smog Check inspection.

Under the terms of this proposal, only a Referee inspector would be authorized to sign-off or clear
a citation for excessive smoke. Restricting the clearing of an excessive smoke citation to Referee
inspectors is prudent public policy because most law enforcement officers do not have sufficient
training or expertise in the repair of motor vehicles.

Impacts the IMRC Considered

As mentioned before, the smoke failure rate for Nevada averages 0.7 percent of the emissions
tests conducted. In contrast, the ARB/BAR Report estimates that approximately 200,000
California registered vehicles spew excessive smoke. Based on the number of tests performed in
2003 for 1975 — 1999 model year vehicles, that equals about a 2 percent failure rate. California
has never imposed a smoke test procedure in the Smog Check inspection procedure and,
therefore, the failure rate will likely be higher for the first cycle of testing.

Part I11: Recommendations for the 2004 IMRC Report Page Il - 12



Inspection and Maintenance Review Committee

The addition of a smoke test conceivably increases the amount of time required to conduct a
Smog Check inspection. Therefore, Smog Check stations may initially increase the Smog Check
inspection price by $1 - $2 each, as has occurred for previous additions to the testing procedure.
As Smog Check technicians gain experience in the new procedure, the price invariably decreases
due to market pressures. Under the provisions of 844062.1 of the Health and Safety Code, lower
income motorists whose vehicle fails the Smog Check inspection would be eligible for the
Consumer Assistance Program, which defrays the additional costs to the-consumer.

Emission Reduction Estimate

According to the ARB/BAR Report, approximately 200,000 gasoline-powered vehicles spew
excessive smoke, which may account for as much as 1.6 tons per-day of particulate matter. The
reduction of these particulates assists the state in complying with air quality goals. Furthermore,
adding a visible smoke provision to the existing/Smog Check program also assists law
enforcement by ensuring that motorists comply with 827153 of the California Vehicle Code.
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QUANTIFYING THE EMISSION REDUCTIONS

The IMRC reviewed the ARB/BAR methodology for estimating emission reductions from the
Smog Check program and heard a number of questions raised by the public and IMRC members
regarding the efficacy of the methodology used. ARB’s response to these questions-is included in
the Appendix.

Recommendations for Administrative Action

1. The IMRC strongly endorses the continuation of a random-roadside inspection program to
monitor the emission reduction impacts-of the Smog Check program. The present method
of evaluation has engendered a critical examination of the Program by the agencies that
has resulted in numerous recommendations on ways to strengthen the emission reduction
potential of the Program.

2. The IMRC recommends that BAR turn poff the “Fast Pass” provision-of the Smog Check
inspection for a statistically valid sampleof inspections to improve emission reduction
analysis.

How Does ARB/BAR Estimate Benefits?

ARB/BAR uses two methods for estimating emission reductions from Smog Check. First, they
analyze the results of roadside|inspections conducted of samples of in-use vehicles. Second, they
use the EMFAC2002/ modelto simulate California vehicle emissions with and without the
present Program. The results of these two methods are compared in the ARB/BAR Report, page
18, Table 3.5. Although both the roadside and the emissions factors model have specific
limitations; both data sets produce similar results.

Roadside inspection data are the fundamental basis for the benefit assessment. This is an
independent way to measure impacts through a permanent year round roadside inspection with
dynamometer tests of systematic samples of vehicles in the enhanced areas of the State. In
addition to the random roadside inspections, the BAR and ARB have conducted special studies on
smaller sub samples that have informed their decisions on specific issues such as gas cap testing,
liquid leaks, on board diagnostic systems, and pressure tests. They also have lab-test results that
inform estimates.

The IMRC was not able to perform an independent analysis of Smog Check records at this time.
Due to the “fast-pass” mode used in the loaded mode test, Smog Check records of emissions fail
to provide a reliable method for estimating the Smog Check impact on emissions. In a fast-pass

mode, the test moves on as soon as the required emission level is passed.

As an example, the 15 MPH portion of the loaded mode test has a maximum time frame of 100
seconds. If the vehicle passes the tail pipe emission test with an average reading of “pass” in the
first 30 seconds of the test, then the analyzer proceeds to the 25 MPH portion of the test.
Therefore, test printouts are not a reliable indicator of on-road emissions. Moreover, the benefits
of Smog Check go beyond tailpipe emissions. The total tons reported reduced includes

EMFAC2002 is short for EMissions FACtor 2002, and is a computer model capable of providing estimates of current, past, and future
emissions from on-road motor vehicles from 1970 to 2040.
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evaporative emission reductions. Evaporative® emission benefits are substantial and have become
a greater part of the program benefit in recent years.

Benefits Compared to Expected Benefits in the 1994 State Implementation Plan

The IMRC heard criticisms that the State Implementation Plan (SIP) requirements established in
1994 and the Program’s performance in relation to those requirements are not accurately
portrayed in the evaluation report. The criticism implies that any shortfall between the 1994 SIP
estimate of 1&M benefits and actual performance is a failure-on the part of the State in program
implementation.

The IMRC found that the best response to these criticisms is to acknowledge the following:

> The 1994 SIP emissionTeductions were gstimates based ontheoretical knowledge at the
time;

> Pilot projeets providedmore information about what could actually be-achieved, and
benefit estimates changed after pilot projects were completed,;

» The 2000 ARBI/BAR report compared before and after enhanced Smog Check. Then
additional emission reductions were achieved by other unanticipated ARB measures that
backfilled the 2000 shartfall;

» Since 2000 there have been two updates of EMFAC with a much better understanding of
what is going on in the/motor vehicle emission inventory;

» The 2003 SIP has a new inventory basis and new targets. For example, the EMFAC
model assumes that vehicle failure occurs on average six months after Smog Check. The
deterioration’rate by model year is based on studies of samples of vehicles.

Does the-Analysis Adequately Account for Deterioration After the Smog Check?

One commenter asked that the IMRC perform a detailed examination of roadside data to compare
failure rates before and after a Smog Check inspection. The purpose of this exercise appears to
have been to provide more specific information regarding the durability of repairs and therefore
the extent of emission reductions gained through repairs. The IMRC considered the requested
data analysis and determined that it would not produce reliably better results than a similar
analysis performed by ARB and reported in the Report’s Technical Appendix on pages 2-24 to 2-
30.

This analysis indicates that repairs frequently are not durable, likely due to both fraudulent testing
and poor workmanship. However, there can be various causes for non-durable repairs including
the consumer’s willingness to pay. This same analysis is the basis for the vehicle failure rate
assumed in EMFAC2002. In addition, the ARB commented on this issue with a detailed response
and is included in the Appendix as Attachment 2.

2 Evaporative emissions are vaporous emissions that emanate from the fuel tank, fuel delivery lines, gas cap, or any fuel evaporative system
component.
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Overall Assessment of Air Quality Benefits of Smog Check

The IMRC recognizes that our ability to estimate the benefit of the Program is severely limited by
the fact that no one can test and compare a population of vehicles subject to the Program with an
identical population of vehicles not subject to the Program. In essence, it is not possible to
quantify the full benefit of the California Smog Check program because ne-one can make this
fundamental comparison.

There are a number of benefits of the Program that are not directly measured:

» The motivation for vehicle owners to maintain their vehicles|so they do not fall into
disrepair;

» The motivation of vehicle manufacturersto install|durable emission control equipment;

» The motivation that'vehicle owners have to avoid failing Smog Check, leading to pre-
inspection repairs.

Conclusion

The present method of evaluatien has engendered a critical examination of the Program by the
agencies that has resulted|in numerous recommendations on ways to strengthen the emission
reduction |potential of the Program. The\keyto this method is a random roadside inspection
program. The IMRC appreciates this-approach and encourages the agencies to continue to look
for cost effective/emission reductions in the Smog Check process.
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Member Name Area of Expertise Date Appointed | Appointing Authority
Representative of Stationary

Victor Weisser - (Chair) |Source Emissions Organization |August 28, 2002  |Governor
Paul Arney Public Member November 6, 2003 |Governor
Dennis DeCota Representative of I/M Industry |August 25, 2003  |Senate Rules Committee
John Hisserich Social Scientist November 6, 2003 |Governor
Bruce Hotchkiss Local Law Enforcement Agency |August 21, 2001  |Speaker of the Assembly
Gideon Kracov Public Member August 25, 2003  |Governor
Judith Lamare Expert in Air Quality April 23, 2003 Senate Rules Committee
Robert Pearman Public Member August 28, 2002 |Governor
Tyrone Buckley Expert in Air Quality June 9, 2004 Speaker of the Assembly
Jeffrey Williams Economist August 28, 2002  |Governor
Eldon Heaston Air Pollution Control Officer  |May 25, 2006 Governor
Roger Nickey Representative of I/M Industry |August 24, 2005 |Governor

(1)As defined by Section 44021 of the Health and Safety Code

Committee Member Background

Mr. Victor Weisser

Mr. Weisser was appointed as chairman of the Inspection and Maintenance Review Committee on August 28, 2002.
Currently, he serves as President and Chief Executive Officer of the California Council for Environmental and Economic
Balance (CCEEB) since 1989, Victor Weisser directs all Council activities including the management of advocacy, policy
development and implementation, research, communications, member relations and administration. Mr. Weisser regularly
works with elected and appointed government officials and business, community, and organized labor leaders regarding the
development and implementation of programs aimed at achieving California's environmental and economic goals.

Prior to joining the Council, Mr. Weisser served as Executive Director of the California Public Utilities Commission, the last
of several management positions he held in California state government. Mr. Weisser is a graduate of Michigan State
University and received a graduate degree certificate in urban studies from Carnegie-Mellon University.

Mr. Paul Arney - Unavailable

Mr. Dennis DeCota

Mr. Dennis DeCota was originally appointed to the Inspection and Maintenance Review Committee in 1994 by Governor
Pete Wilson and was most recently re-appointed by the Senate Rules Committee on August 25, 2003. Since 1991, Mr.
DeCota has served as the Executive Director of the California Service Station and Automotive Repair Association. He
oversees daily activities of Association and its annual budget, membership benefits programs, organizes and manages
CSSARA’s Board meetings and the annual general membership meeting. In addition, Mr. DeCota maintains good working
relationships with all levels of management at State of California, Department of Consumer Affairs, Bureau of Automotive
Repair, California Air Resources Board, California Environmental Protection Agency, California Energy Commission and
California Legislature.

Prior to his employment at CSSARA, Mr. DeCota was the Merchandising Sales Supervisor for Unocal Corporation from
1966 to 1978 and the Marketing Director for CSSA Pro from 1982 to 1985. Mr. DeCota has been instrumental in the
passage of Legislation that has benefited both the Smog Check program and small businesses involved in oil company
franchisees; these bills include SB 629 (statutes of 1994) and SB1178 (statutes of 1999). In addition, Mr. DeCota has served




on the California Attorney General's Gasoline Pricing Task Force, the California Environmental Protection Agency Service
Station Permit Regulatory Reform Task Force, the California Air Resources Board Cleaner Burning Gasoline Committee,
the Bureau of Automotive Repair’s Technical Education Committee, and the President of the Automotive Repair Coalition
from 1999 - 2002.

Dr. John Hisserich

Dr. John C. Hisserich, of Los Angeles, was appointed to the Inspection and Maintenance Review Committee on November
6, 2003. He currently serves as the Associate Vice President for Health Affairs at the University of Southern California
where he has participated in administration, teaching, and research for 32 years. In the past, he has served as a public
member of the California Coastal Commission and the Committee of Bar Examiners. He now represents the public on the
State Board of Food and Agriculture and the Court Reporters Board. In addition, he has served as a reserve Deputy Sheriff
with the Los Angeles County Sheriffs Office for over 26 years. Dr Hisserich earned his masters and doctorate degrees in
Public Health from the University of California, Los Angeles and a bachelor degree in Government from California State
University, Los Angeles.

Mr. Bruce Hotchkiss

Mr. Bruce Hotchkiss was appointed to the Inspection and Maintenance Review Committee on August 21, 2001. Mr.
Hotchkiss has worked for the Bureau of Automotive Repair (BAR) since 1991 and is currently assigned to the Hayward
Complaint Mediation Center. Prior to this assignment, the BAR enforcement division employed Mr. Hotchkiss where he
worked with automotive repair dealers to ensure compliance with the Automotive Repair Act.

Prior to his employment at BAR, Mr. Hotchkiss worked for Honda Canada, Inc., in Service Engineering; Chrysler
Canada/American Motors Canada, as an Owner Relations Specialist in the Central Regional Office; and, Peterson, Howell,
and Heather, Canada, as a Fleet Maintenance Specialist. In 1977, Mr. Hotchkiss earned a Certificate of Qualification as a
Motor Vehicle Mechanic from the Province of Ontario's Ministry of Colleges and Universities automotive apprenticeship
program. This was latter split into two certificates, Automotive Service Technician and Truck and Coach Technician, which
are kept current.

Mr. Hotchkiss writes a monthly automotive review column for the Pacifica Tribune, contributes to www.AutoWire.net, and
is a member of the Western Automotive Journalists. In addition, he was also a member of the Pacifica Planning
Commission, from 1997 until March 2004.

Mr. Hotchkiss is the President of the California Association of Regulatory Investigators and Inspectors (CARII), an affiliate
of CAUSE, a union of state public safety employees. Bruce is the Chair of CAUSE’s Scholarship Committee, and is a
member of CAUSE’s Controller’s Committee, Political Action Committee and the Negotiation Team during the last two
bargaining sessions (2001 and 2003).

Mr. Gideon Kracov

Mr. Kracov is the principal of the Law Office of Gideon Kracov in Los Angeles, where he represents clients in civil law,
environmental and regulatory matters. Previously, Mr. Kracov served as a Deputy Los Angeles City Attorney where he
provided environmental and real estate counsel to City agencies. There he also prosecuted environmental crimes and unfair
business practices. He is a member of the Executive Committee of the Los Angeles County Bar Association Environmental
Law Section and has served as a board member of the Salvadoran American Leadership and Education Fund and the
Progressive Jewish Alliance. In 2001, he was awarded the Marshall Memorial Fellowship by the German Marshall Fund of
the United States. Mr. Kracov earned a Bachelor of Arts degree with high honors from the University of California,
Berkeley, and a Juris Doctorate from Boalt Hall School of Law at the University of California, Berkeley.

Dr. Judith Lamare

Dr. Judith Lamare was appointed to the Inspection and Maintenance Review Committee on April 23, 2003. Since 1983, Dr.
Lamare, of Sacramento, has been a self-employed consultant and since 1986 has managed the Cleaner Air Partnership. This
organization is a Consensus building public-private partnership sponsored by the American Lung Association of
Sacramento-Emigrant Trails and the Sacramento Metropolitan Chamber of Commerce. It brings together business,
environmental, public health, community and government leaders in the Sacramento region. Dr Lamare has been



instrumental in the development of local, state and federal policy initiatives to clean up the air. She has conducted studies of
transportation-related emission control measures, design and evaluation of public education projects on air quality,
conducted annual public opinion surveys and, analysis of data and report preparation.

In addition, Dr. Lamare has been a consultant to the California Senate Office of Research, a Research Associate at UCLA,
and a lecturer at several Universities. She has also received numerous awards including the Lifetime Achievement Award
from the American Lung Association-Emigrant Trains and the Sierra Club Mother Lode Chapter Conservationist of the
Year. Dr Lamare received her Bachelor and Masters of Arts degrees, and her Ph.D. from the University of California, Los
Angeles. She is Sierra Club California's volunteer Air Quality Chair.

Mr. Robert Pearman

Mr. Robert Pearman was appointed to the Inspection and Maintenance Review Committee on August 28, 2002. Mr.
Pearman, of Oceanside, has been a partner of Robinson and Pearman, LLP for 20 years. Mr. Pearman is a member of the
National Housing Law Project Board of Directors, and the City of Oceanside Transportation Commission. He also served as
a member of the Los Angeles County Assessment Appeals Board from 1991 to 1994, and the Executive Committee of the
Real Property and Public Law Sections of the State Bar of California. He earned a Bachelor of Science degree from the
Wharton School, University of Pennsylvania, and a Juris Doctorate from Yale Law School.

Mr. Tyrone Buckley

Mr. Tyrone Buckley was appointed to the Inspection and Maintenance Review Committee by Assembly Speaker Fabian
Nunez on June 9, 2004. Mr. Buckley has been a Planning and Conservation League (PCL) staff member since November
2001 and holds the staff positions of Diversity Program Coordinator and Legislative Advocate. Mr. Buckley's primary
responsibility has been to design and implement the Diversity Program, PCL's effort to address issues impacting
environmental justice (people of color and low-income) communities. He also provides environmental justice support on
myriad PCL projects and sponsored legislation. Mr. Buckley currently spearheads three PCLF projects which address public
participation, low-income energy rates, and educational outreach. Prior to working for PCL, he worked at the Stanford
Home for Children as a Youth Counselor. In 2000, he was an Americorps Volunteer in San Antonio, TX.

Dr. Jeffrey Williams

Dr. Jeffrey Williams, 51, of Palo Alto and Davis, was appointed to the Inspection and Maintenance Review Committee on
August 28, 2002 and has focused his career on economics for more than 20 years. Dr. Williams was an Assistant Professor
in the Economics Department at Brandeis University from 1981 to 1987, and was a visiting economist at the Banca d’ltalia
in 1986. He worked for the Food Research Institute of Stanford University from 1987 to 1998 as an associate and full
professor, and later as Director. In 1992, Dr. Williams was awarded a Quality of Research Discovery Award from the
American Agricultural Economics Association for a book he authored entitled Storage and Commodity Markets. Since
1997, he has served as the Daniel Barton DeLoach Professor in the Department of Agriculture & Resource Economics at the
University of California, Davis. Dr. Williams earned his Doctor of Philosophy and Masters of Arts degree from Yale
University and a Bachelor of Arts degree from Williams College.

Mr. Eldon Heaston

Eldon Heaston, 52, of Claremont, has been appointed to the Inspection and Maintenance Review Committee. Since 1991, he
has served as executive director of the Mojave Desert Air Quality Management District. Previously, Heaston served as
senior technical staff for the Computer Sciences Corporation from 1990 to 1991 and in refinery operations for the Atlantic
Richfield Company from 1977 to 1987.

Mr. Roger Nickey

Mr. Roger Nickey, 63, of Wilton, is the owner of Folsom Quick Smog, a smog emission test company. Previously, Mr.
Nickey served as manager of Midas, an automotive repair shop. From 1996 to 1998, he was the owner of Automotive
Technology Consultant, where he conducted undercover repair shop evaluations. He is a member of the California Emission
Testing Industry Association and the Early Day Gas Engine Association.
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PHONE: (916) 322-8181 e FAXx: (916) 445-7124 e

May 2, 2006

The Honorable Shirley Horton
Assemblywoman, Seventy-Eighth District
PO Box 942849

Sacramento, California 94249-0078

Dear Assemblywoman Horton:

I am writing in response to your request dated January 4, 2006, regarding the air quality benefits
associated with directing vehicles to Test-Only stations. In the intervening time since we received
your letter, the Inspection and Maintenance Review Committee’s (IMRC) Executive Officer,
Rocky Carlisle, has discussed the issues raised in your letter several times with your staff to better
understand your questions in order to prepare the best possible response. We appreciate the time
and assistance your staff has provided and your patience during the time it has taken for us to
research your questions.

My response represents the IMRC’s current best understanding of the issues raised in your letter.
In addition to meetings with the staff of the Bureau of Automotive Repair (BAR) and the Air
Resources Board (ARB), we have relied upon the following documents to prepare this response
and have included pertinent portions of them as attachments.

» The 1994 State Implementation Plan (SIP) dated December 1995, and the 2003
revision;

» The ARB Evaluation of California’s Enhanced Vehicle Inspection and Maintenance
Program, dated July 12, 2000;

» The BAR fact sheet entitled “Test-Only Directed Vehicles dated 2003; and,

» The SIP update letter to U.S. EPA from ARB dated August 17, 2000.

Your questions raise some complicated issues which require some historical background to
understand.

BACKGROUND

In 1994, the California Environmental Protection Agency (CalEPA) and the U.S. Environmental
Protection Agency (U.S. EPA) negotiated changes to California’s existing Smog Check program
to ensure compliance with the Federal Clean Air Act of 1990.

Initially, the U.S. EPA established a performance standard for Smog Check programs that
required California to implement a program where initial and post-repair inspections

were performed at Test-Only stations. The U.S. EPA had concluded that such a program would
be more effective in identifying failing vehicles and better ensure adequate repairs for failed
vehicles. California’s program had no Test-Only stations at that time.



After protracted negotiations, both CalEPA and U.S. EPA agreed to a hybrid program relying upon both
Test-Only and Test and Repair stations to perform initial Smog Check inspections. The agreement required
establishing a sufficient number of Test-Only stations to perform Smog Check inspections on vehicles most
likely to fail the initial inspection and for retesting vehicles that previously failed. The remaining vehicles
could continue to receive inspections at Test and Repair stations. The percentage of vehicles to be directed to
Test-Only stations was established at 15 percent with provisions to allow increases if emission-reduction
performance failed to meet the U.S. EPA performance standards.

As compared to U.S. EPA’s proposal to create a network of contracted Test-Only stations, this hybrid
approach allowed less disruption of the existing Test and Repair based program. The premise of the
compromise was that the hybrid approach could achieve the same emission reductions as the U.S. EPA
proposed approach for two reasons: First, those vehicles most likely to fail the Smog Check inspection would
receive initial inspections at Test-Only stations. The percentage of “most likely to fail” vehicles was
determined by modeling and found to be approximately 36 percent of the fleet needed to achieve the SIP
commitment. Second, other features of California’s hybrid program exceeded U.S. EPA’s minimum program
proposals.

The legislation passed to implement this agreement required BAR to establish a Test-Only station network that
had the initial capacity to inspect 15 percent of the vehicle fleet subject to Smog Check. The law also provided
for the number of Test-Only stations to be expanded as needed to meet the emission-reduction performance
standards set forth by the U.S. EPA.

In order to develop the number of Test-Only stations, BAR began promoting the Test-Only licensing concept
to the Smog Check industry in early 1997 and soon started directing vehicles to Test-Only stations in areas that
had sufficient Test-Only capacity. By the end of 1998, BAR achieved the goal of directing 15 percent of
vehicles subject to the program in enhanced areas of the state to Test-Only stations; however, only about 12
percent ended up actually being tested. The difference between the number of vehicles directed to Test-Only
stations versus the number of vehicles receiving a test were identified as “no show” vehicles. These “no show”
vehicles never appeared at a Test-Only station due in part to transfers in vehicle ownership, vehicles being sold
out of state, vehicles being junked, and vehicles placed in a nonoperational status.

In 2000, BAR and ARB determined that the program was not achieving the emission-reduction goals
committed to in the SIP. This shortfall resulted in a SIP update that was agreed to by both CalEPA and the
U.S. EPA to increase the emission reductions of the program. In a letter addressed to U.S. EPA dated

August 17, 2000 (copy attached), both ARB and BAR agreed to a number of program improvements. One of
those improvements was to increase the percentage of directed vehicles to Test-Only stations from 15 percent
to 36 percent, the same figure used in the 1994 SIP (refer to attachment #1) as needed to achieve
emission-reduction performance standards set forth by the U.S. EPA.

The Bureau of Automotive Repair implemented that change according to the following schedule:

» October 1, 2001 — 25 percent
» February 2002 — 30 percent
» August 2002 — 36 percent

In 2005, the statewide vehicle fleet subject to the Smog Check program totaled approximately 23 million
vehicles. Based on the ARB/BAR report entitled April 2004 Evaluation of the California Enhanced Vehicle
Inspection and Maintenance (Smog Check) Program, 87 percent (20 million vehicles) of the vehicle fleet is
subject to the enhanced area Smog Check program.
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STATE IMPLEMENTATION PLAN (SIP)

It is important to understand the role of the SIP and its impact on the Smog Check program in order to have a
proper context to answer your questions. The SIP is California’s commitment under the Federal Clean Air Act
to implement measures in order to meet federal air quality standards. The SIP is enforceable in federal court.
The Code of Federal Regulations Title 40, Chapter I, Part 52, Subpart F, Section 52.220, lists all of the items
which are included in the California SIP. The SIP is not a single document, but rather a compilation of new
and previously approved plans, programs, local air district rules, state regulations, and federal controls.
Therefore, the revised 2003 SIP does not actually supplant the 1994 SIP, but rather serves to build upon the
1994 SIP to enhance and improve California’s emission-reduction strategies for future years. The ARB and air
districts are now engaged in preparing the new ozone SIP to show how they will comply with new federal
standards for the “eight hour average” standard of ozone pollution. This plan must be submitted to U.S. EPA
by June 15, 2007. The Smog Check program is expected to continue to provide a significant portion of
required emission reductions.

With this information as background, I’ll now respond as directly as possible to the questions raised in your
letter. From your letter and our Executive Officer’s conversations with your staff, we have identified eight
questions that require individual answers. 1’ve summarized your questions in italics at the beginning of each of
the following sections:

1. According to law, how many vehicles is the BAR required to direct to Test-Only stations?

State law requires that California have the capacity to test at least 15 percent of the vehicle fleet, registered in
enhanced areas of the state, at Test-Only stations. However, it also states that the capacity shall be increased to
ensure attainment of the emission-reduction performance standard set forth by the U.S. EPA. The SIP identifies
up to 36 percent as that fraction of the fleet that needs to be tested at Test-Only to achieve the
emission-reduction goals (refer to attachment #1). State law identifies the fleet as “the total state vehicle fleet
consisting of vehicles subject to inspection each year in the biennial program and that are registered in the
enhanced program area.” [Sections 44010.5(a) and (b)(1) of the Health and Safety Code].

A key question left unanswered is: “What vehicles are subject to the Smog Check program today?” How this
question is answered may impact the number of vehicles that must be directed to Test-Only stations. Suffice it
to say at this juncture that ARB and BAR have interpreted the statutes as requiring inclusion of all 1976 and
newer gasoline-powered vehicles in defining the fleet. This includes those vehicles exempted from actual
inspections (e.g. vehicles less than six years old). This results in a proportionally larger number of vehicles
being directed to Test-Only stations than would be directed compared to 36 percent of the number of vehicles
that that are actually due for a Smog Check inspection. In reality, the percentage of vehicles currently being
directed to Test-Only stations equals 48 percent of those due for a Smog Check inspection.

Although there are policy questions associated with this issue, disagreements regarding the current approach of
the agencies must be resolved in the context of the current statutory construction and the SIP. Therefore, you
might want to consult with the Office of the Legislative Counsel or the Attorney General for their opinions on
this matter.

2. Why did the Air Resources Board indicate that the State had committed to direct two million vehicles per
year to Test-Only stations?

The number cited by ARB was correct at the time because it did not include the Bay Area vehicle population.
The ARB gave a presentation to the IMRC on March 21, 2005, regarding California’s Smog Check program
requirements. During that presentation, ARB indicated that California was required to “test” two million
vehicles (based on the 36 percent figure in the SIP) at Test-Only stations. To achieve the target of two million
Test-Only inspections, the Department of Motor Vehicles sent notices to 2.6 million vehicle owners. As
previously mentioned, the higher number of notices was needed to compensate for the number of “no shows”.
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However, the two million-vehicle figure cited by ARB did not include vehicles in the Bay Area since the Bay
Area had just become subject to the enhanced Smog Check testing requirements by the Legislature pursuant to
the provisions of AB2637, stats. 2002, chap. 1001. Consequently, when the Bay Area vehicle population was
added, the total number of vehicles directed to Test-Only stations increased to approximately 3.4 million per
year.

3. What are the emission-reduction benefits the state receives by directing vehicles to Test-Only stations?

The California Air Resources Board quantifies emission benefits of Smog Check. The only report that
guantifies emission reductions for vehicles directed to Test-Only stations is the July 12, 2000 ARB Evaluation
of California’s Enhanced Inspection and Maintenance Program, p. VI-8, Table VI-5 (refer to attachment #2).
In the South Coast Air Basin, this report indicates that by increasing the number of vehicles directed to Test-
Only stations from 15 percent to 36 percent, the reduction of hydrocarbon emissions (HC) improves by 0.8
tons per day (tpd) and the reduction of oxides of nitrogen (NOx) improves by 2.5 tpd by 2005. This represents
a two percent increase in HC reductions and a 14 percent increase in NOx reductions towards the SIP
commitment of 32.9 tpd of HC and 18 tpd of NOx in the South Coast Air Basin (refer to attachment #3).

4. How many vehicles are required to be directed to Test-Only to comply with the State Implementation
Plan (SIP)?

The 1994 SIP required that a minimum of 15 percent (750,000 vehicles annually) be tested at Test-Only
stations. The SIP further states that the number of directed vehicles should be adjusted in order to meet the
desired emission-reduction performance standards set forth by the U.S. EPA. The 2003 SIP revision states that
the increase from 15 percent to 36 percent was one of the improvements being made to augment Smog Check
performance. The SIP does not limit the percentage of vehicles directed to Test-Only stations, but rather
declares that the state may need to adjust the actual number of vehicles required for Test-Only to achieve
sufficient emission reductions committed to in the SIP. Although the SIP states that motorists voluntarily
choosing to go to a Test-Only station would be included in the percentage of vehicles directed to Test-Only,
the volunteers are not counted at this time. Only vehicles directed from the High Emitter Profile (HEP) and
random selection are currently counted in the 36 percent. This issue has been a source of controversy between
Test-Only station owners and Test and Repair station owners since the percentage of directed vehicles was
increased to 36 percent.

5. Within the context of the SIP, is California required to direct vehicles using a High Emitter Profile model to
Test-Only stations?

The SIP does not specify the sole use of the HEP for vehicles directed to Test-Only stations. The 1994 SIP
states in pertinent part:
“The vehicles required to go to test-only stations for initial tests will consist of: 2 percent
random sample, high mileage fleet vehicles, vehicles for hire, annual test for 2-5 years for
vehicles previously identified as high emitters, likely high emitters identified through remote
sensing and test and repair stations, and motorists voluntarily choosing to go to test-only stations.
The remainder of the capacity will be used as necessary to meet the performance standard
through likely high-emitters identified with the high-emitter profile (HEP).”

State law requires a Test-Only station network with the capacity to test enough vehicles to achieve the
emission-reduction performance standards set forth by the U.S. EPA. The vehicles directed to Test-Only
stations should be those vehicles most likely to fail the Smog Check inspection, and computer modeling
established that number to be 36 percent. The HEP was designed to select those vehicles most likely to fail and
those vehicles are directed to Test-Only stations. [It should be noted that the annual test for 2-5 years for
vehicles previously identified as high emitters referenced in the 1994 SIP was eliminated by legislation in 1997
(AB1492, stats. 1997, chap. 803).]
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Currently, BAR directs 34 percent of the vehicles to Test-Only stations based on the HEP while the remaining

two percent are selected at random. The BAR explains the methodology used to direct vehicles to Test-Only

stations in a fact sheet entitled “Test-Only Directed Vehicles”. The following is a quote from that fact sheet:
“The majority of vehicles directed to Test-Only stations are selected by application of the High
Emitter Profile (HEP) which identifies the vehicles most likely to fail their Smog Checks. The High
Emitter Profile (HEP) uses data from several different sources. Some of it comes from the state
Vehicle Identification Database (VID), which collects data from each Smog Check performed in
California. The VID is used by the Department of Motor Vehicles (DMV), BAR, and other government
agencies. In addition, general vehicle data such as make, model-year, vehicle miles traveled, and
engine size help define the HEP.” (Refer to attachment #4)

Under the heading of “Two Percent Randomly Selected™, the same fact sheet states the following:
“As required by State law, two percent of the vehicles in the Enhanced Areas are also directed to Test-
Only stations for their Smog Checks. These vehicles are selected randomly to evaluate the overall
effectiveness of the Smog Check Program.”

6. If the answer to question 5 is ““yes”, then what portion of directed vehicles would be categorized as “high
emitters”?

Although many documents refer to high emitters, the term “high emitter” is not defined in statute or regulation.
A more accurate term would be “potential high emitter” as a result of the vehicle being ranked high on the
HEP. The HEP applies a methodology to rank all vehicles each month that are coming due for the biennial
Smog Check inspection. By ranking, it assigns a probability of failure to each vehicle based on the likelihood
of that vehicle failing the inspection. The BAR uses the HEP to select the vehicles more likely to fail Smog
Check than other vehicles and these probable higher failing vehicles are directed to Test-Only stations;
consequently, 34 percent could be categorized as being “potential higher emitters” since they are in the highest
third of the HEP database. The remaining two percent are selected at random from vehicles subject to the
Smog Check program.

7. s it possible for California to receive the same emissions reductions by directing only ““high emitters™ to
Test-Only stations?

Assuming this question refers to the previously identified “potential high emitters”, | believe this question
refers to the exclusion of the two percent random selection. Any incremental loss in emission reductions from
eliminating the two percent random selection directed to Test-Only stations, while unknown at this time, is not
likely to be significant and may not even be measurable. However, elimination of testing of this random two
percent would compromise an important source of data used to assess the effectiveness of Smog Check.

The purpose of the two percent selection is to collect data that can be used to analyze the emission reductions
achieved by the Smog Check program. The random sample is directed to Test-Only stations because that type
of station is believed by the agencies to provide the most unbiased testing which improves data analysis.

8. If the answer to question 7 is “no”’, then what are the incremental benefits, in terms of emission reductions
that are being achieved, by sending nonhigh-emitter vehicles to Test-Only stations versus “Gold Shield”
stations?

The loss of emission reductions that result from dropping the two percent of directed vehicles has not been

quantified. It appears likely that the state would receive the same SIP credit if it were to eliminate the two
percent random selection that is directed to Test-Only stations.
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OTHER CONSIDERATIONS

The July 12, 2000 ARB report states that the top 25 percent of Test and Repair stations are equivalent in
performance to Test-Only stations (refer to attachment #5). The same report also states that additional emission
benefits are gained by directing more vehicles to Test-Only and/or higher performing Test and Repair stations.
Therefore, performance measures could be the standard by which stations qualify to test directed vehicles.

The ARB and BAR have contracted with Sierra Research to perform a significant program evaluation which
includes comparing the performance of the various Smog Check station types. Given the many variables that exist
in the Smog Check program, determining the proper metrics to measure station performance is a challenging task.
The IMRC is working with ARB and BAR on this important program evaluation.

| recognize that this is a somewhat complex and confusing mélange of issues and answers and truly hope my
responses to your questions have been helpful. If you need additional information on these issues, please contact
me directly at (415) 512-7890, extension 16, or the IMRC’s Executive Officer, Rocky Carlisle, at (916) 322-8249.
We look forward to working with you to improve the Smog Check program since it provides one of the most
effective strategies for improving air quality in California.

Sincerely,

)ity

Victor Weisser
Chairman

Attachments: #1 - Excerpt from the 1994 State Implementation Plan (SIP) dated December 1995.

#2 - Excerpt from the ARB Evaluation of California’s Enhanced Vehicle Inspection and
Maintenance Program dated July 12, 2000.

#3 - Excerpt from the ARB Evaluation of California’s Enhanced Vehicle Inspection and
Maintenance Program dated July 12, 2000.

#4 - The BAR fact sheet entitled “Test-Only Directed Vehicles” dated 2003.

#5 - Excerpt from the ARB Evaluation of California’s Enhanced Vehicle Inspection and
Maintenance Program dated July 12, 2000.

#6 - The SIP update letter to U.S. EPA from ARB with Attachments A through E,
dated August 17, 2000 .

cc: Mr. Tom Cackette, Chief Deputy Executive Officer
ARB
Mr. Richard Ross, Chief
BAR
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CALIFORNIA INSPECTION & MAINTENANCE

REVIEW COMMITTEE
1001 | STREET, ROOM 106
SACRAMENTO, CALIFORNIA 95814

PHONE: (916) 322-8181 @ FAX: (916) 445-7124

June 1, 2005

TO: ALL INTERESTED PARTIES
SUBJECT: ISSUE PAPER

Issue: Should responsibility for the state’s Smog Check Program be transferred
from the Department of Consumer Affairs/Bureau of Automotive Repair to the
California Air Resources Board?

Recommendation
The IMRC recommends that:

(1) The responsibility and authority for policy decisions associated with the state’s
Smog Check Program be transferred from the Bureau of Automotive Repair
(BAR) to the California Air Resources Board (ARB).

(2) Along with this transfer of policy direction, ARB should also be given budget
authority over the program to ensure that resources are budgeted and expended
in accordance with policy priorities established by ARB.

(3) Implementation of the Smog Check Program should remain with BAR.

The IMRC believes that the Smog Check Program’s effectiveness in terms of
meeting its principle purpose - cost effective emission reductions - appears to be
treated secondarily to other considerations by BAR. Rather than failure of any
particular staff or manager, the IMRC believes this problem is inherently caused by
the fact that neither BAR nor the Department of Consumer Affairs is directly
accountable for achieving air quality goals.

Background and Discussion

Air quality has long been a top environmental and public health issue in California.
Although air quality has been significantly improving for many years, several areas
in California still have some of the worst air quality in the nation. Mobile sources
account for most emissions in California - more than 70% of the air pollution in
some areas - and have proven to be the source of vast and cost effective
opportunities to reduce pollution.



In 1971, the California Legislature enacted the Automotive Repair Act in response to consumer
and automotive industry concerns about unacceptable levels of fraud or incompetence in the auto
repair market. This law was the basis of the formation of BAR within the Department of
Consumer Affairs to regulate the automotive repair industry.

In 1982, the Legislature adopted a vehicle inspection and maintenance program to reduce the
emissions coming from light duty cars and trucks. The BAR was designated as the program’s
administrator and implemented its first biennial Smog Check Program (Program) in 1984.

In 1967, then Governor Ronald Reagan signed into law the Mulford-Carrell Air Resources Act
merging the California Motor Vehicle Pollution Control Board and the Bureau of Air Sanitation
to create the ARB. For nearly four decades, the ARB has worked to improve California air
quality. The ARB emerged as a worldwide leader in emission reduction strategies, particularly
for mobile sources. This leadership even has been recognized by Congress in that although federal
law provides the US Environmental Protection Agency with authority to establish emission
standards for motor vehicles built for sale in 49 of the states, California alone was given authority
to establish its own vehicle emission standards. The ARB standards have traditionally required
cleaner burning fuels and cleaner operating vehicles than those built for other states.

The ARB has responsibility for many mobile source emission reduction strategies such as
» Vehicle emission standards
> Vebhicle fuels
» The Carl Moyer Program designed to provide funding to reduce emissions through
scrappage, upgrade and repair of older higher polluting vehicles
> Fleetrules

BAR’s authority over the Smog Check Program is an anomaly to the overall role the ARB has in
terms of state environmental regulations for mobile sources. Several times over the life of the
Smog Check Program suggestions have been made to transfer responsibility for the Program away
from BAR to the ARB due to ARB’s air quality focus. Following adoption of its recent report to
the Legislature and Administration on the Smog Check Program, the Inspection and Maintenance
Review Committee (IMRC) decided to investigate this issue once again because of concerns that
policy direction for the Program is compromised by its placement within the BAR, particularly in
regard to the timely implementation of cost effective emission reduction program modifications.

Although the Bureau of Automotive Repair currently consults with ARB on many issues
regarding the Program, the ARB essentially plays a consulting role advising BAR on Program
matters rather than acting as the primary decision maker. Thus, the agency responsible for air
quality (ARB) lacks the authority to make decisions regarding the Program even though it is ARB
and not BAR that is held accountable for air quality.

The IMRC believes that BAR’s management of the Program compromises the Program’s
effectiveness in achieving its fundamental purpose - emission reductions. As part of the
Department of Consumer Affairs, BAR’s culture primarily focuses on consumer protection and
ease of Program administration rather than environmental protection/air quality. Consumer
protection and smooth program administration are important and need to be carefully addressed in
designing an effort such as the Smog Check Program. In fact, in order for the Program to be
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successful, it must be structured in a consumer friendly fashion. ARB has successfully addressed
consumer protection in many of its emission reduction programs.

A recent example of ARB’s successful implementation strategy was the five-minute idle rule for
diesel-powered vehicles in excess of 10,000 pounds. In July 2004, ARB issued a staff report
entitled: Initial Statement of Reasons for Proposed Rulemaking, Airborne Toxic Control Measure
to Limit Diesel-Fueled Commercial Motor Vehicle Idling. The proposal limited the non-essential
idling of diesel-powered vehicles exceeding 10,000 pounds Gross Vehicle Weight Rating, to a
specific time limit.

This proposal affected approximately 409,000 vehicles operating in California of which 25% were
registered outside of California. ARB staff estimated that failing to enact this measure would add
438 tons of particulate matter to the air in 2005. The measure was designed to reduce excess
emissions of particulate matter and oxides of nitrogen.

To ensure the inclusion of all stakeholders and reach a workable compromise, ARB used public
meetings, telephone conference calls, and special Internet websites for information distribution
and feedback to the Air Resources Board members. As a result of planning and outreach, the ARB
successfully enacted the no idle rule in February of 2005 which prohibits idling of diesel-fueled
vehicles in excess of five minutes. ARB uses similar strategies for all rulemaking and has been
very successful enacting clean air strategies throughout California.

The bottom line is that the sole reason for the existence of the Smog Check Program is to improve
public health by implementing carefully constructed emission reduction strategies. Neither BAR
nor the Department of Consumer Affairs is directly accountable to federal, state or local air
quality program requirements or environmental regulators. Air quality responsibilities and
implementation of program improvements necessary to meet our air quality goals have lagged as
a result.

The following are examples of delay in implementation of viable emission reduction strategies
which we believe demonstrate a lack of commitment to air quality improvement.

1 - 2004 Smog Check Program Review

Health and Safety Code 44003(a)(2) and Assembly Bill 1492 (stats. 1997, chap 803, §15) required
that the BAR and ARB report to the Legislature by January 1, 2003 their recommendations on
changes to improve the Smog Check Program. The same statute required that the BAR/ARB
report be reviewed by the IMRC and that the IMRC submit its own independent report to the
Legislature by July 1, 2003.

Unfortunately, the BAR/ARB draft report was not completed and submitted to the IMRC until April
2004, approximately 16 months late. This BAR/ARB joint draft report on the Smog Check Program
contained eight recommendations for improving the Program.

In accordance with Section 44021 of the Health and Safety Code, the IMRC reviewed the
recommendations and prepared its own report to the Legislature and the Administration. As part
of this review, the IMRC held numerous public meetings over a period of many months to review
the joint BAR/ARB report, develop and discuss the independent analysis performed by IMRC
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members and receive input from interested parties. Both BAR and ARB staff and management
were present at these public meetings and participated in the discussions which took place. In
November 2004, the IMRC submitted a draft of its report to BAR and ARB, as well as other state
agencies and interested parties, to seek their comments. During the Committee’s review process,
IMRC staff and subcommittee members conducted interagency meetings with BAR and ARB to
seek their input for the IMRC report. All stakeholders were informed that comments should be
received by the IMRC no later than January 17, 2005.

On January 19, 2005, after the final due date for comments and just prior to the public meeting
during which the IMRC was to adopt its report, with no prior notice the BAR sent a letter to the
IMRC completely reversing their entire position - essentially rejecting the very recommendations
they previously had made in their own report. This action was taken without consultation with
their ARB report partners. The ARB (as well as the California Highway Patrol) continues to
support these cost effective recommendations to improve the Smog Check Program. (Note:
During the May 24, 2005 meeting of the IMRC, BAR management testified that BAR has now
again changed direction and intends to accept the recommendations in the original BAR/ARB
draft report. They indicated this newest turn of events was in the process of being reviewed by
management in the Department of Consumer Affairs. The IMRC has not received any written
communication concerning this issue.)

With the exception of Program changes that resulted from the 2004 legislative session and which
were, in part, included in the BAR/ARB reEort (“freezing” the 30-year exemption on vehicles
subject to Smog Check, exempting 5" & 6™ model years), BAR rejected all remaining
recommendations in their own report. In their opinion, the recent changes should be given some
unspecified number of years to be implemented and evaluated before making any additional
Program changes or improvements. BAR management asserted that they wanted to take a “wait
and see” position to determine what emission reduction impacts occurred as a result of the
changes before implementing additional Program improvements aimed at increasing the Smog
Check Program’s effectiveness.

The IMRC does not believe California citizens should have to “wait and see” for some indefinite
period of time before the state adopts other reasonable steps to cost effectively reduce air
pollutants. “Wait and see” is certainly not the operating principle for any other state
environmental and public health programs. Many of the measures proposed and documented in
the formerly joint BAR/ARB report- endorsed by the IMRC - would provide significant cost
effective air quality benefits. The IMRC believes foregoing the emission reduction and public
health benefits of these recommendations because of an ill-defined last minute “wait and see”
approach is inexplicable, unwarranted and untenable.

2 - Testing for Evaporative Emissions

The second example involves delayed decision making on implementation of a low-pressure fuel
evaporative test that research indicates could conservatively reduce hydrocarbon emissions by 15
tons per day- a major gain in our battle against air pollution.

In 2000, a consortium of environmental organizations threatened legal action against the State of
California for the Smog Check Program’s failure to meet the State Implementation Plan
commitments. Subsequently, the State of California agreed to incorporate a low-pressure fuel
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evaporative test into the Smog Check inspection no later than June 2002 (August 17, 2000
ARB/BAR letter addressed to the US Environmental Protection Agency).

Although BAR has been studying this new test for three years, they still have not formally proposed
new regulations to implement such a test. In contrast, Arizona, Delaware, and Kentucky have been
conducting fuel evaporative testing for several years with apparent excellent results in terms of
emission reductions.

While the IMRC supports thorough analysis and testing of each and every potential Program
improvement, this glacial pace to testing, evaluation and decision making appears to flaunt the
commitment made by the State in 2000. Just as importantly, California is missing the opportunity
to garner vital emission reductions. The IMRC believes that the underlying reason for the absence
of a more aggressive approach is that BAR administrators do not have direct responsibility for
achieving air quality goals.

3 — Emission Failure Cut Points

Vehicles subjected to Smog Check fail the test when their emissions exceed certain thresholds
called “cut points”. BAR implemented the Acceleration Simulation Mode (ASM or loaded mode)
testing program on June 8, 1998. Starting a new type of emission test required the implementation
of new tailpipe emission failure cut points since the ASM test added Oxides of Nitrogen (NOXx) to
the list of gases for which vehicles could fail the test. Prior to this time, Smog Check technicians
had no experience in repairing vehicles that failed either a loaded mode test or for high levels of
NOx emissions. Therefore, implementation required a phased-in approach to ensure that technicians
had sufficient time to learn the new procedures.

BAR created very loose cut points for the initial phase of ASM testing which provided time for
technicians to learn the new test and diagnostic procedures without penalizing consumers for
technician inexperience with the new testing procedure. In fact, the initial cut points for NOx were
so high that virtually no vehicles could fail for NOx. In September 1998, cut points were tightened
to fail vehicles if the NOx emission exceeded the Gross Polluter level — at least twice the standard
for the vehicle being tested.

Given the significant changes to the Program, a phased-in approach is understandable. A balance
needed to be struck between smooth program implementation and actually capturing needed
emission reductions. If the phase-in period is too short, then some consumers could face
unreasonable repair costs due to improper failures by inexperienced technicians. In contrast, if the
phase-in period is too long, the environment suffers from the loose cut points that allow more
emissions into the atmosphere than necessary for technician training.

BAR’s phase in covered a period of three years and included thirteen additional cut point
adjustments before final cut points were implemented in January 2003. The IMRC believes this
long-extended phase-in period was excessive to a fault and its slow pace indicative of the BAR
culture which does not afford top priority to environmental considerations.
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4 — Failure to Adjust Repair Cost Waiver Limit

Section 44015 of the Health and Safety Code established authority for an emissions cost waiver and
section 44017(a) states in pertinent part that “...the cost limit for repairs under the program,
including parts and labor, shall be a minimum of four hundred fifty dollars ($450) in all areas where
the program operates”. Section 44017(c) (stats of 1994) states that “The department shall
periodically revise the cost limits specified in subdivisions (a) and (c) in accordance with changes in
the Consumer Price Index, as published by the United States Bureau of Labor Statistics.”

For all practical purposes, the $450 cost limit became fully operational in 1998 with the
implementation of the loaded mode program. According to the Bureau of Labor Statistics, the
Consumer Price Index has averaged 2.5% annually since the inception of the $450 cost limit.
Therefore, the repair cost waiver should exceed $600 in 2005. Raising the cost limit would require
repairs to failing cars up to the higher cost limit and therefore increase the emission reductions
garnered under the Smog Check Program.

Although the statutory language provides some latitude for such adjustment since it states that
such adjustment shall occur “periodically”, its clear intent is to provide for adjustment
“periodically” as opposed to not at all, which is currently the case with BAR. This is another
example of BAR failing to pursue legislatively approved opportunities for cost effective emission
reductions.

5 — Other Considerations

IMRC staff recently reviewed a report from Sierra Research, Inc. entitled United States Motor
Vehicle Inspection and Maintenance (I/M) Programs dated September 2004. The report itemizes
various components of each states I/M program, one of which is the control agency. Only
California administers their I/M program using a consumer protection agency. Thirty-nine
programs were reviewed and the report data indicates the number of programs controlled by
different agencies were as follows:

Number of Programs Controlled by an Environmental Agency 16
Number of Programs Controlled by a Health Agency 6
Number of Programs Controlled by a Motor Vehicle or similar agency 16
Number of Programs Controlled by a Consumer Protection Agency 1

YV VY

The IMRC believes that ARB’s public regulatory process ensures better public participation than
the existing BAR approach. Public participation from a broad community of stakeholders
provides significant benefits to the state in terms of credible and informed decision making.

Alternatives
The IMRC reviewed four different options of program management. In reality, no perfect solution
exists for organization of this Program considering the desirability of integrating both policy and

operations. However, we believe that there is a better organizational option than the current
situation.
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Below are the four options we considered, an explanation of each option, and the pros and cons
associated with each.

Option #1 (Recommended Approach)

Transfer all Smog Check Program policy and budget authority to ARB. Leave
responsibility for implementation of the Program with BAR.

Option #1 transfers policy and budget authority to ARB while leaving the BAR Program
implementation structure in place. Funds for the Program would be requested by and budgeted to
ARB. Upon appropriation, ARB would allocate funds to the BAR through an interagency
agreement between the two agencies for the Program.

PROS
1. Places the responsibility for the Program’s success in reducing emissions with the agency
principally responsible for air quality. This should increase the focus on the environmental
outcomes of policy decisions and improve the timeliness of decision-making and
implementation.
2. Centralizes the analysis and evaluation of the Program with one agency - ARB.
3. Allows for continued Program implementation responsibility to reside in the BAR which
has a long history of experience with both Smog Check stations and consumers.
Allows for Program responsibilities to reside in each agency according to their expertise.
Minimal staff changes required.
There are many examples of success in interagency cooperative program administration
using a Memorandum of Understanding (MOU).

ISR

CONS
1. There are more opportunities for deliberate or unintentional conflicts and failures in
Program administration when responsibilities are split.
2. Some modest costs may be associated with this option to cover ARB program oversight
which might not be offset by related reductions at BAR.

Option #2

Retain the Existing Organizational Structure.
This is the null alternative: the status quo.

PROS
1. Existing organizational structure is known and familiar to Program participants and
administrators.
2. No Legislative change required.
3. No costs associated with any changes in the organizational structure.

CONS

1. The status quo does not provide for improvement in the administration of the Program.
2. The status quo does not provide the appropriate priority for emission reductions.
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Option #3

Transfer the entire Bureau of Automotive Repair program and staff to the California Air
Resources Board.

Option #3 would provide for the transfer of the entire BAR staff and management from the
Department of Consumer Affairs to ARB.

PROS

1. Increases the likelihood that decision making to modify, change, or improve the Smog
Check Program will focus on the achievement of environmental goals.

2. Eliminates any potential conflict between policy and administration that might exist with
two agencies splitting responsibility for the Program.

3. Ensures that all fees collected from the Smog Check Program are spent on
emission-related programs.

4. Eliminates the redundancies that currently exist with two agencies monitoring and
reporting on the same program.

CONS

1. Requires some legislative change.

2. Requires that ARB manage an entire new division with diverse responsibilities directly
regulating the automotive repair industry, a subject in which ARB only has limited
experience. Additionally, this option would have ARB take on a large role of direct consumer
protection extending far beyond the Smog Check Program. These responsibilities would
likely be a major distraction from ARB’s principle focus.

3. Requires a significant amount of reorganization to relocate BAR staff to within ARB and
reorganization costs could be high.

4. There are significant budgetary implications for the Department of Consumer Affairs which
currently receives approximately 30% of its overall operating budget from fees collected by
BAR.

Option #4
Transfer only the Smog Check Program and Staff from BAR to ARB.

This alternative would leave BAR with the remainder of its automobile related consumer
protection functions.

Option #4 requires the complete separation and transfer of the Smog Check Program from BAR to
ARB. This includes the staff and positions supported by Smog Check funds as well as equipment
and other things associated with the operation of the Program. This option would leave the
remainder of the automotive related consumer protection functions with BAR.
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PROS
1. Places the responsibility for the Program’s success in reducing emissions with the agency
principally responsible for air quality. This should increase the focus on the environmental
outcomes of policy decisions.
Centralizes the analysis and evaluation of the Program with one agency - ARB.
3. Ensures that all fees collected from the Smog Check Program are spent on
emission-reduction related programs.
4. Eliminates the redundancies that currently exist with two agencies monitoring and
reporting on the same program.

no

CONS

1. Requires some legislative change.

2. Requires that ARB manage an entire new division with diverse responsibilities directly
regulating the automotive repair industry, a subject in which ARB only has limited
experience.

3. Requires a significant amount of reorganization to relocate BAR Smog Check staff to within
ARB and possibly resulting in high reorganizational costs.

4. There are significant budgetary implications for the Department of Consumer Affairs which
currently receives approximately 30% of its overall operating budget from fees collected by
BAR.
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